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RAPPED! 


Agreements and deeds are truthful expressions of known facts. 










But who can read between the lines and protect the new owner 


" TITLE 
INSURANCE against loss resulting from a prior claim? . . . Title Insurance can! 


mates any mortgage No title trap — whether long forgotten or fraudulently contrived, 


6 safer tesestment can cause an owner, or mortgage holder, to suffer financial loss — 





IF he holds a Commonwealth Land Title policy. 
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COMMONWEALTH /LAND 


file 1 C 
e's HAMSLAALELR oe 
Title insurance Since 1876 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. .. . Telephone, WAinut 3-0400 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA, CONNECTICUT, FLORIDA, NEBRASKA 
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Designed to sell for 


$8150 wm 


The new Thunderbird opens up a whale of a big 
market for you — families that are hungry for a 
roomy, quality house with a small price tag. 


Look at these quality features of the Thunderbird, 


12 Colonial, Contemporary, French Provin- 
cial and Ranch designs. All architect-designed. 


> Over 1000 sq. ft. with big living room, extra large 
kitchen, dining space, and 3 bedrooms. 


-_ 2” x 4” construction throughout. 
- Cedar shakes are factory applied and double 
coursed. Horizontal siding also available, or sheath- 


ing only for brick. 


> a Double wall construction with impregnated in- 
sulated sheathing. 






HUNDER EIA 







> a Prehung flush doors throughout. 
> Wood kitchen cabinets. 
+ Complies with FHA’S new MPS. 


Get started TODAY. For details on the Thunderbird and 
Model Home Plan, visit, write, or phone P. R. Thompson, 
Vice Pres., Sales—phone PRospect 3-7550, Piqua, Ohio. 


Cal ” 


& 


NLAND. 
Hfomes 


INLAND HOMES CORPORATION ¢ Plants in Piqua, Ohio and Hanover, Pa. 








Manufacturer of America’s Finest Homes 
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The most important payment protection 
you can offer your mortgage 
borrowers today 


Insures your mortgagors ... when 
disabled by accident or sickness their 
payments will still be made 


An outstanding promotional service 


that attracts many new customers 


Easy to install and operate .. . 
there’s no paperwork burden 


There’s no cost to you 
Installed without conflict or 
objection by your investors 


Blends into your existing 
insurance operation 


Backed and serviced by “America’s 
Number 1 Accident & Sickness 
Insurance Company”® 


310 South Michigan 





A MEMBER OF THE 





Proved By Actual 


ath the Service in Hundreds 


of Institutions 


See For Yourself How Easily This Plan Works. 
This simple procedure is in operation today in hundreds of institutions across the nation. 


v~ ay Enrollment of Existing Mortgagors 

& Continental supplies all the materials necessary for a 
cand low pressure but highly effective mail solicitation 
program. A service representative of the company helps 
your insurance agent prepare the mailing program 
and issue insurance certificates to those mortgagors 
who request this protection. With his insurance 
certificate your client receives a letter 

telling him the new amount of his mortgage payment. 





New Business 
- When your clerk prepares the loan papers she fills in 
this simple snap out certificate. Your mortgagor gets 
his insurance certificate on the spot along with 
his copy of the mortgage note. 


Monthly Reports 
Once each month all new insured mortgages are 
listed on this simple reporting form and 
sent by your insurance agent with a check for 
one year’s premium to the company. 


Claim Payments Bint 3 
All claim reports are submitted by your insurance agent by satis ff 
to Continental where they are quickly and efficiently a ae B- 
handled. An optional service in great demand today \ a 4 
is the Continental “Get Well Card” which is mailed to rk 5 
your disabled mortgagor . . . It carries your best Sy Srmeertak. SA ATY comraen 
wish for a speedy recovery while reminding him not - 
to worry about his mortgage as his payments are : aan 


being made for him by the Mortgage Payment 

Protection Plan. 

Please send me a free copy of your 

‘* Mortgage Payment Protection Plan’ 


booklet. 


Name . “a 


, 





Position__ 
Institution— 


Address__— . . ———— 


Avenue + Chicago 4, Illinois 





City State 





CONTINENTAL-NATIONAL GROUP 








*Protection 


In big-league baseball (and “‘little league’’, too) every possible 
protection is afforded players and officials. So, too, does 
title insurance, logically provided by a reliable organization, 


assure maximum protection on mortgage investments. 


*There is no better protection 
for a mortgage than title insurance 


by American Title 


LICENSED TO WRITE TITLE INSURANCE IN 34 STATES, 
THE DISTRICT OF COLUMBIA, PUERTO RICO AND THE VIRGIN ISLANDS. 
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THE MBA CALENDAR 


May 4-5, Eastern Mortgage Conference, 
Hotel Commodore, New York 


May 21-22, Mortgage Servicing Clinic, 
The Biltmore Hotel, Los Angeles 


May 25-26, Western Mortgage Confer- 
ence, Multnomah Hotel, Portland, Oregon 


June 21-27, School of Mortgage Bank- 
ing, Courses I and II, Northwestern Uni- 
versity, Chicago 

June 28-July 4, School of Mortgage 
Banking, Course III, Northwestern Univer- 
sity, Chicago 


July 26-August 1, School of Mortgage 
Banking, Course I, Stanford University, 
Stanford, California 


August 2-8, School of Mortgage Bank- 
ing, Course II, Stanford University, Stan- 
ford, California 


September 21-24, 46th Annual Conven- 
tion, Hotel Commodore, New York 


CALENDAR OF 
PRESIDENT NELSON 


MAY 


4-5, Eastern Mortgage Conference, New 
York; 14-16, Florida MBA, Ft. Lauder- 
dale; 21-22, Mortgage Servicing Clinic, 
Los Angeles; 25-26, Western Mortgage 
Conference, Portland, Oregon; 27, Port~ 
land Real Estate Board. 


JUNE-JULY 


21-27, School of Mortgage Banking, NU, 
Courses I and II, Chicago; June 28-July 
4, School of Mortgage Banking, NU, 
Course III, Chicago. 


JULY-AUGUST 


July 26-August 1, School of Mortgage 
Banking, Course I, Stanford University, 
Stanford, California; 2-8, School of Mort- 
gage Banking, Course II, Stanford Univer- 
sity, Stanford, California 


SEPTEMBER 


21-24, 46th Convention, Hotel Com- 
modore, New York. 


>> TRADE NOTE: For 1958, the esti- 
mated number of nonfarm foreclosures 
rose 24 per cent over the previous year 
to a total of 42,367. While these dis- 
tress actions were nearly double the num- 
ber in 1950, they were 44 per cent below 
the 1940 level. Although there has been 
a steady rise in the foreclosure actions 
during the past six years, the current level 
is still low, especially when considered in 
the light of the unprecedented level of 
home financing during the past decade. 
There were 10,742 foreclosure actions dur- 
ing the last quarter of 1958, a decline of 
3 per cent from the third quarter of 1958, 
but 23 per cent more than in the same 
period in 1957. 


Wlrtgage Banker 
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Concrete slump block fireplace helps soften a modern setting Design interest is achieved with coarse-textured block laid in a stacked bond 


Fast sales and re-sale show the investment value 
of homes built with modern concrete masonry! 


Everything points to soaring construction in the |The investment value of today’s new-type con- 


1960's. Estimates place the number of new homes __ crete masonry homes is constantly increasing. 
in the next decade at 12,750,000! They sell fast . .. find a ready market when re-sold. 

Playing an important part in this vast market New booklets about concrete masonry homes are 
of modern homes will be one of today’s most yours for the asking. (U.S. and Canada only.) 
modern building materials . . . new-type living 





concrete. It’s concrete masonry in new shapes and 
sizes, new textures and colors. Living concrete 
adapts to any architectural style, any neighbor- 
hood . . . helps create homes of real warmth, 
charm and friendliness. 


PORTLAND CEMENT ASSOCIATION 
Dept. A5-95, 33 W. Grand Ave., Chicago 10, Illinois 


A national organization to improve and extend the uses of concrete 
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WHAT TITLE INSURANCE COMPANY 
CAN MATCH THESE RESOURCES? 


sidiaries. Add to this more than a century of ex- 
perience . . . and you have the finest title protection 
for mortgage investments. 


This consolidated balance sheet demonstrates the 
financial strength that backs the policies issued by 
Chicago Title and Trust Company and its sub- 


CHICAGO TITLE & TRUST COMPANY AND SUBSIDIARY TITLE COMPANIES 
CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1958 


ASSETS 


LIABILITIES, RESERVES AND CAPITAL 


CASH ON HAND AND IN BANKS . 
MARKETABLE SECURITIES: 
Bonds, at amortized cost — 
U.S. Government obligations 
State and municipal bonds . 
Other bonds. ... . 


Stocks, at quoted value — 
Preferred stocks 
Common stocks 


Bonds, at amortized cost, pledged to 


secure trust and escrow cash balances — 


U.S. Government obligations . 
State and municipal bonds . 


Total marketable securities 
RECEIVABLES, less reserves for 
doubtful accounts ($304,945) 
OTHER INVESTMENTS: 
Chicago Title and Trust Building 


$ 5,599,019 


11,669,761 
14,936,689 
873,802 


$27, 480,252 


2,895,875 
7,664,566 


19,773,894 
5,019,232. 


$24, 793,126 


$62,833,819 


2,150,652 


Corporation, common stock ($4,250,000) 


and note receivable ($1,250,000) 
Sundry loans and investments, less 
reserve for losses ($112,000) . 


FIXED ASSETS, at cost: 
ieee . . 
Buildings and building improvements 
Furniture, fixtures and equipment 
of subsidiary companies . 
Less —reserves for depreciation 
and amortization 


PREPAID EXPENSES ‘ 
TITLE RECORDS AND INDEXES . 


Total Assets 


5,500,000 


__ 1,006,968 | 
$ 6,506,968. 


529,685 
1,458,996 


333,497 
(536,584) 


$ 1,785,594 

24,702 
3,160,452 
$82,061,206 


LIABILITIES: 


Cash deposits as indemnity against 
specific title insurance risks . 


Accounts payable and accrued taxes— 
Federal income tax es 


Other taxes , 
Accounts payable . 


Trust and escrow cash balances secured 
by pledged securities . + 
RESERVES: 


For possible losses and related expenses 
for title, escrow and trust services . 


For contingent deferred compensation . 


For market fluctuation of securities . 


Unrealized appreciation on stocks 


MINORITY INTERESTS IN SUBSIDIARIES 


CAPITAL: 


Capital stock, par value $20 per share, 
authorized 650,000 shares, issued 
628,178 shares . . 


Surplus 
Undivided profits . 


Less —Treasury stock (2,000 shares), at cost 


Total Liabilities, — 
Reserves and Capital 


$ 4,301,524 


2,204,270 

168,233 
___ 347,128 
$2,719,631 


24,065,642 


4,213,187 
506,912 
7,970,535 
4,540,359 
$17,230,993 


511,521 


12,563,560 
13,646,087 
7,168,748 


(146,500) 
$33,231,895 


$82,061,206 





IN ILLINOIS. Chicago Title Insurance Policies are issued in 88 cities— throughout the 
entire state. 

IN 13 STATES. Chicago Title and Trust Company’s subsidiaries issue title insurance 
policies in Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, Kansas, Louisiana, 
Mississippi, Missouri, Nebraska, Oklahoma, West Virginia. 

THROUGHOUT THE U.S. On property in all sections of the country, Chicago Title 
and Trust Company will provide reinsurance on the major part of the risk. Also available: 
our national referral service, through which we recommend a local title company known 
to be well qualified to serve you. 


Chicago Title and Trust Company 


111 West Washington Street, Chicago 2, Illinois 


TITLE INSURANCE CORPORATION OF ST. LOUIS LAKE COUNTY TITLE COMPANY, INC. 
810 Chestnut Street, St. Louis 1, Missouri 208 S. Main Street, Crown Point, Indiana 


Other Associated Companies, Division and Regional Offices, Agents and Representatives Throughout IIlinois 


BY ; 
CHICAGO TITLE | 
AND TRUST | 


om I ANT A 
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The familiar JK symbolizes a complete Mortgage 


Service available to Mortgage Originators and 


Mortgage Lenders throughout the nation. 


We would be delighted to have your inquiry 


on the sale or purchase of Loans. JINISLAK 
Rise bie 


MORTGAGE CORPORATION 
2900 HUDSON BOULEVARD 
JERSEY CITY 6, NEW JERSEY 


SWarthmore 5-2900 
New York: WOrth, 4-7356 
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The sure protection afforded by a Title Insurance and Trust 

Company policy stems from... America’s Largest Southern California's 
@ a sound, conservative management. nD ne ToS Soap 
e assets of over $65,000,000. 


© complete land records in every county it serves. Title Insurance and 


(T.1. is the only California Title Company with such complete records.) 
e America’s largest staff of title specialists. Trust Com an 
© over 65 years of experience. p y 


These are reasons enough to insist on “T.I. Protection” — 433 SOUTH SPRING STREET, LOS ANGELES 54 
California’s best safeguard for buyers and lenders. MAdison 6-2411 








Branches and subsidiary companies in fifteen California counties. 
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CCURACY 





Being fairly accurate is not enough when it 
comes to insuring real estate titles. Many of the 
country’s foremost mortgage lenders have learned 
to depend on Louisville Title. The reason — 

they know they'll get accurate service, 


based on their exact requirements. 


Sam INSURANCE | 
aa COMPANY JG 


~—_y 





LOUISVILLE TITLE 
usu Canc’ Company. 


HOME OFFICE ° 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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HOUSING 





The facts, fancies and foibles of an area of American life that has become deeply involved in 


politics, unorthodox economics, questionable statistics, yet seems sure to continue as one of the 


most emotionable problems we have to deal with. Some plain talk about a complicated matter. 


E ARE told today that we lack 
Wetman housing by nearly thir- 
teen million units. This is largely an 
arbitrary figure. Our housing short- 
age, whatever it is, is not an absolute. 
No one—and this is literally true 
lacks a roof over his or her head. 
here have been no reports of our 
citizens freezing to death in the open 
for lack of housing. There is a hous- 
ing shortage in this country only in 
the sense that most of us agree there 
are more people than we like living 
under conditions which our nation 
standard; but in 
many parts of the world, including 


considers below 


civilized 
these same people would be consid- 
ered adequately housed, if not well 
housed. A UN survey tells us that in 
Russia and that part of Europe be- 
hind the Iron Curtain there were 219 
dwellings per thousand people in 1954, 
in contrast to our 1956 housing in- 


relatively places, many of 


ventory which indicates that we have 
326 dwelling units per thousand peo- 
ple. It goes without saying that of 
the dwellings in question ours have 
more bathtubs and other amenities 
per capita or per house—not to men- 
tion our multitude of household ap- 


pliances—than any other nation in the 


By FRAZAR B. WILDE 


world. Though this is the way it was 
at the time of the most recent sta- 
tistics available, we are able to de- 
other 
Russians are pushing 
In 1957 their proportionate rate of 


duce trom sources that the 


improvement. 


housing completions was running 
about 10 to our 6. 

The only way that our statistics can 
support a claim of shortage is to de- 
fine what is meant. This has never 
been done. “Substandard” has many 
definitions. It is most commonly used 
by analysts to describe dwellings 
found by the census to be “dilapi- 
dated” or “without private toilet, bath 





President, Connecticut General Life Insurance Company, 
at Annual Convention California MBA 





THE MORTGAGE BANKER + May 1959 1] 








and hot running water.” But there is 
no account of whether these buildings 
are total 


roofing or plumbing job 


wrecks or simply need a 
Until we get more adequate defini- 


tions, we cannot know where we 


stand. How can we decide on a rea- 
resources in 
housing needs? This 
and conflicting 


demands on its production and must 


sonable distribution of 


relation to out 


country has serious 
have more adequate and correct in- 
formation to determine priorities. 
his is particularly true if we are not 
the 


the market place but are 


going to let priorities be estab- 
lished by 
going to influence them by direct gov- 
ernmental action 

Certainly we have a housing need 
it is a large one but how big is un- 
are directions in which 


will 


poorly and tend to multiply our prob- 


certain. There 


housing can go which serve us 


lems 

We are moving very slowly in the 
irea ol city, metropolitan, and re- 
rional planning. We have already 


committed serious errors. In many 
parts of the country we have cities, 
and related residential and 
commercial complexes developing as 
an endless and confused collection of 
housing, business, and industry. While 
this hodgepodge was mushroomed, 
the central the large cities 
have been losing out in many respects. 


towns, 


areas in 


Housing, industry, trade, and com- 
merce have deteriorated even though 
the metropolitan areas as a whole 
have gained. Central city tax rates 
have become intolerable. 
people have pushed farther and far- 
out to distant suburbs. We are 
than a million acres 
our cities each the 

belief that wants 
his own home and his own large lot, 
Part of the resulting 
price is the Angeles 
worker who may spend half as many 
returning 


Too many 


ther 


using up more 


around year in 


apparent everyone 


if not acreage 


paid by Los 


hours getting to work and 


as he spends on his job. 


Che 


reached crisis proportions as far as 


commuter problem has now 


Your Entrance to 
More Protitable 


Mortgage Investments 


in the St. Louis 


We invite your inquiries. 
Cali or write today. 
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INVESTMENT CORP. 


the financing of mass transportation 
is concerned. 

We have done very little to make 
it easy for middle-income citizens to 
stay in the city. There is room for the 
rich; there is improvement for the 
poor; nothing for those in the middle 
income range. Prospective home buy- 
ers have been shunted from estab- 
lished cities to the flatlands of new 
developments, in part, by new and 
perhaps excessive credit terms. Ten- 
ants have been motivated to buy 
houses out of the city as neighbor- 
hoods become unsafe and unsightly. 
For many the flight to the suburb has 
no acceptable alternative. 

At the same time we have largely 
ignored important basic tools which 
would help prevent deterioration. Our 
health laws, particularly those involv- 
ing crowding, have been 
both inadequate and poorly enforced. 
Controls and requirements which de- 
mand that landlords keep their build- 
ings in reasonable order and prevent 


excessive 


excessive use of housing units would 
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prolong the effective life of many 
buildings in many cities for many 
years. 

Our prodigality in respect to work 
and materials for housing is not one 
of our best features. A look at old- 
world housing, some of it hundreds 
of years old and still highly livable, 
may have lessons in it for us. So can 
recent developments in England. In 
1953 the government, mindful of 
housing needs and knowing that its 
allocation of resources must be tightly 
controlled, adopted a plan whereby it 
would share the costs of rehabilitation 
of poor housing with the landlord, 
making an agreement with him which 
would allow him reasonable return on 
his property so long as it was kept 
at a respectable level. A few hundred 
pounds spent to install plumbing and 
repair plaster often saved an outlay 
of thousands for a new housing unit. 
lo aid home buyers, a current pro- 
gram in England is insuring loans to 
100 per cent on older houses only, ap- 
parently to make certain of maximum 
use of housing already built. 


The Emotional Atmosphere Which 
Envelops Housing Today 


During the last war we had a slo- 
gan which still makes sense: “Use it 
up, wear it out, make it do, and do 
without.” In our proud desire to see 
everyone installed in “model” living 
conditions, we can commit serious 
economic excesses, particularly in view 
of other national problems. One can 
have a great deal of sympathy for 
views such as those expressed by the 
Gramercy Neighbors in New York, 
who are protesting a three-block bull- 
dozing which will result in apartments 
at a monthly rental of $47 a room. 
These citizens, whose taxes will help 
pay for their own displacement, sug- 
gest that the better approach would 
be to use less money to demolish a 
few of the worst structures, modernize 
some of the rundown buildings, and 
preserve the rest. 

There is another serious trap that 
the housing industry may unwittingly 
fall into. This reverts to the indi- 
vidual emotions which center around 
housing. A dissatisfaction, subtly ex- 
ploited can lead to more demand— 
but more demand does not necessarily 
reflect real need. 

A builder’s proper interest is in con- 
structing and selling houses. He wants 
to build attractive houses and sell 


more. He adopts modern psychologi- 
cal devices. He finds that superficial 
features, even gimmicks, are often 
more valuable than fundamentals of 
construction or materials. His cus- 
tomers show off these delights to their 
friends who decide that they cannot 
go on cooking in a kitchen that 
doesn’t look like a magazine cover. 
When we have developed an estab- 
lished trade-in market, we will be in 
a position to complete the cycle by 
trading in a house for a bigger one 
with more fins. Certainly, we cannot 


for your 
protection 
and 







have the 
title 
insured ..s° 


# é 


and do not wish to dictate what a 
family should choose for its home. But 
there is grave doubt that we should 
encourage either by direct or by in- 
direct government subsidy, including 
overstimulation of credit, a house 
market beyond reasonable national 
need and demand. 

Despite many arguments to the con- 
trary, the evidence suggests that the 
funds for the housing industry have 
been overfed. Since the war private 
debt has increased two and a half 
times, and residential mortgage debt 


SECURITY 
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Title Insurance 
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the nation’s 4th largest 
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Residential 
about 


four and a quarter times 


mortgages account for one- 
fourth of all long-term debt and one- 
half of private debt. The housing in- 


dustry has benefited enormously from 
the special advantages given to mort- 


investment. It has had a minor 


gage 


problem in respect to instability of 


funds on a short-term basis. This was 
due in no small part to restraints im- 
posed on the market by Congressional 


Vhis 


would be 


lumitations on interest variable 


pattern of available funds 


mitigated to some extent by complete 


market freedom for rates. In the en- 


thusiasm and help of government in 
housing, the political activity of spe- 
little heed 


cial groups should give a 


to other pressing needs of the nation 
ind not ask for more than a fan 
share for themselves 
Big Problem Ahead: The Risin 
Real Estate Tax Rate In U.S 

In this country we set great store 


We do not ig- 
nore culture but it doesn’t have equal 
We 


progress in personal, concrete terms: 


on economic growth 


emphasis incline to measure 


clothes, cars, houses, appliances 


Chere are other things deserving—re- 


quiring—-equal or higher priority: na- 
tional defense, adequate school sys- 
tems, road systems, and other general 
local. State, and 


services financed by 


federal governments. These things 


We 


accept this in principle, it has to be 


must be paid for must not only 


done in practice 

Chere has been much discussion ol 
illeged excessive taxation in the real 
field 


ot real estate: 


estate There is heavy taxation 
nevertheless, there is no 


the 


claim of excessive taxation in respect 


conclusive evidence to support 


to housing. The clamor arises because 


real estate housing taxation is visible 


ind concrete Each house-ownetr gets 
a tax bill! 


It is easy to find many members ol 
a local community vigorously protest- 
increases which may amount 
than $5 a 


Che tax increase 


ing tax 


to no more month or a 
SOU 


be needed for 


total of a vear 
a new school, for 


other 


hay 


better teacher salaries, or for 
proper community needs. At the same 
time, in the case of many of the same 
people, one will find a standard of liv- 
ing which is not in harmony with the 
in the 


that a $5-a-month increase 


tax bill is intolerable 


cry 


Incidentally, may I say that there is 
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considerable exaggeration about the 


wretched state of our school plant? 
Chose of us who don’t wish to admit 


that we are even old can remember 


that the physical plant even forty 


years ago was rather primitive. There 
were few, if any, regional schools, and 
even the city and suburban schools 
would hardly pass the weakest fire 


laws, let alone include the luxury fea- 
tures that are today regarded as mini- 
Our 


in the curriculum and teacher 


mum education failure is more 

salary 

area than in the physical plant 
Having mentioned some detours to 


avoid, we turn to the needs that the 






DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
Title Insurance Company. 


housing industry must meet. This does 
not strain the abilities of a forecaster. 
We need first, roofs and walls because 
our population grows so fast in num- 
and in The 
projects these needs, in terms of new 
households, at more than 10 million 
There is, 


bers ambition. census 


in the next ten years. also, 
replacement housing because of such 
projects as highway building and slum 
The extent of this is un- 
the 
is a 


clearance. 
buried somewhere in 
jungle of statistics. Certainly it 
substantial amount, ranging into the 
hundreds of thousands each year. 


certain, 


The total need, then, is immense. 
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We have built than a million 
new dwelling units each year for a 
decade, and a natural increase in this 
pattern is indicated as country 
grows. However, the size 


mand certainly calls for the conserv- 


more 


oul 
of the de- 


ing of our resources by our use ol 


housing through moderniza- 
tion and protection of neighborhoods. 


the leg- 


existing 


Otherwise we shall re-enact 
end of Sisyphus and be forever com- 
pelled to roll the same stone up the 
same hill. 


Reports on family income and buy- 
ing power forecast an increasing abil- 
ity of American families to take care 
of themselves without special aid if 
housing costs are in line. The upward 
shift of our population into higher 
brackets presents an important chal- 
lenge to the housing industry, par- 
ticularly in the face of public hous- 


had 


provide jobs, as much as houses, for 


ing which its beginnings to 
those in the lowest income groups and 
now, too often, results in subsidizing 


luxury apartments at high rents. 


If housing is to make the best pos- 
sible contribution in the critical years 
ahead, it is mandatory that we know 
a lot more about our subject. 

Almost every endeavor is benefited 
by sound, thorough study. Certainly 
much of the credit for the great prog- 
industry and technology 


ress in our 


goes to research. In our own business 
of life insurance we have long since 
found there was great value to us in 
the support of studies which propose 
to help reduce diseases and prolong 
life. Our industry has invested more 
than $10 million in such activity and 
we feel that it is money well used. 
There 


ing too, but it has been too little and 


has been research in hous- 
two scattered, particularly in view of 
the many vital questions which re- 
main unsolved. For example, let us 
take the problem of our housing sta- 
tistics. This is an area of great con- 
fusion and misunderstanding. We toss 
numbers and 


which 


around terms such as 


“substandard” have no clea 
definition and therefore no meaning. 
We know our housing conditions are 
substantially improved—but we do not 
know what our score is. These shad- 
ows must be banished, and the job 
of doing it is properly that of the 
government. It is encouraging to note 
that some improvement is being 


made. The 1960 census will give us 


a clearer picture of what has really 
happened to housing in the Fifties 


than any we have yet had. In his 
budget message the President has 
remarked on the problem. “This 
budget,” he said, “recommends a 


major increase in funds for obtaining 
fundamental economic and demo- 
graphic data through the 18th 


It also provides for 


de- 


cennial 


census. 


‘’ 
@ @ APPLETON 





4 @ RACINE 
——— 





© MILWAUKEE 


rf 
: 


) 
me 


improvements in the compilation of 
regular price, construction, manpower, 
and related data to help produce 
more sensitive and useful information 
on which many private and govern- 
ment policies are based.” 

The President's proposal, which is 
includes a 
gram to develop figures on expendi- 


most welcome, new pro- 


tures for maintenance, repairs, and 
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other alternations of existing proper- 
ties, and is most welcome These are 
important advances though they may 
We need bet- 
And 


funds should also be supplied to help 


not reach far enough 
ter construction cost fhgures 
us learn more of the characteristics of 
Ways should 


be developed to keep closer tabs on 


the housing being built. 


our housing inventory 

This statistical chore is rightly the 
government’s, but it seems to me that 
another major area of research should 
be the charge of architects and home 
builders, joined by the materials pro- 


ducers and dealers This refers to 
technological research. The housing 
center, established by the National 


Association of Home Builders is of 


great value, but is insubstantial com- 
pared to the amount that needs doing 
of new methods, in 


in the devising 


developing efficiency, in lowering 
costs, in improving quality 


For example, why have residential 


construction costs been rising fastet 
than consumer prices? Between 1945 
and 1958 the consumer price index 
increased 6! per cent whereas resi- 


dential construction costs as measured 
on the Boeckh index increased 90 per 
offer the 


inswer that the improvement in 


cent. It is not enough to 


Casy 


quality of houses accounts for this 


discrepancy The index is designed 
to take this into consideration. This 
needs a straight answer, and in get- 
ting that answer studies should be 


finding ways of keeping 


What can be 


reared to 


costs down done to 


LAND TITLE 


SERVICE 
COVERS 


OHIO 





CHARDO 


ee 
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N- CINCINNATI - COLUMBUS - DAYTON - 


building codes, 
How 
featherbedding procedures be elimi- 
nated? And it might be wise to stop 
asking furnish builders 
ideas for dream homes and start show- 
them the best that the industry 
can do for a stated reasonable sum. 
The technology of housing, then, is 
a research job that should be tackled 
much more strenuously than it is at 


counter antiquated 


restrictive building laws? can 


houswives to 


ing 


present. 

How mortgage bankers 
tribute? They, too, should accept an 
important research responsibility for 
Such 
cooperative undertakings as the Ur- 
ban Real Estate Finance Project of 


can con- 


it takes money to build houses. 


the National Bureau of Economic 
Research which was completed by 
grants from the Association of Re- 


serve City Bankers, the Life Insurance 
Investment and Research Committee, 
and the Rockefeller Foundation are 
important. Another is the 
the volume of mortgage debt in the 
postwar decade which is being aided 
fund of the Mortgage 
Association of America. 


study of 


by the trust 
Bankers 

These worthwhile projects should 
be joined by others which can lead 
to improvements in the financing of 
housing. Efforts can be directed to 
finding ways to broaden geographical 
coverage; methods for stabilizing the 
flow of funds should be investigated: 
directed to reducing 


there should 


studies can be 


costs of doing business: 
be a comprehensive judgment on the 


a private central mort- 


proposal for 






ELYRIA - 


bank. These are examples of 
basic problems which can be _ best 
answered from the experience and 
knowledge of our financial institu- 
tions. 

Why all this research? Research 
for the purposes of solving problems 
and setting courses is sufficient rea- 
son in itself, but even these ends are 
not the most important. There is a 
deeper implication. Here is an op- 
portunity for private enterprise to 
make sure that it will have a major 
influence in the direction which hous- 
ing will take. Housing, as we know, is 


gage 


a basic factor to our living. Housing 
has been a problem since the cave 
man and always will be a problem. 


Some answers will be provided, good, 
bad, or indifferent. Research can help 
show the way so that public policy 
is influenced not by emotion, but by 
substantiated facts, methods, 
and sound economics. 


proven 





>> BIG FIGURE: Ownership of life 
insurance in the United States prob- 
ably passed the half trillion mark in 


March. The total was estimated at 
$493 000,000,000 at the start of this 
year and the figure at the end of 


March probably exceeded $500,000,- 
O00 000, 

The current ownership 
nearly $9,000 per family, 
wide, and more than $11,000 per in- 


averages 
country- 
sured family. This is more than dou- 
ble the insurance per family ten years 
that 


ago and well over three times 


before World War II. 
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“Mortgage banker 


An Investor Looks At 
Shopping Centers Today 


What sort of reception are shopping center loans getting these days 


with investors? Not too long ago, the reception was by no means 


as favorable as it was shortly before that. Today it’s better, and Mr. 


Hayden gives the thinking behind investors’ decisions today in financing 


shopping centers. 


4s he outlined to the International Council of 


Shopping Centers, investors are selective, are turning a critical 


eye on every factor that goes into success of the center. 


HOPPING centers that would 
have been readily financable a 
few years ago are financable today 


only with difficulty. The 
loan to value are lower, interest rates 


ratios of 


are higher and loan terms are stiffer. 

But 
for well-conceived 
developments, and my expectation is 
that there will continue to be. I 
don’t see any signs that we will hit 


money is available 
shopping center 


mortgage 


again a situation such as prevailed 
about two years ago when, for a 
short period, financing of any sort 
was extremely difficult. I think the 
market is and will be an orderly one 
with money available for well-spon- 
sored, well-planned projects. If there 
the ill- 
conceived and poorly-planned shop- 
ping center developments, so much 
the better for the shopping center 
industry specifically and for our whole 
economy in general. 


are no funds available for 


Exactly what is the situation as far 
as availability of shopping center 
money is concerned? Without trying 


By BRUCE P. HAYDEN 


Secretary, Mortgage and Real Estate 


Department, Connecticut General Life Insurance Co. 


to be overly profound about it, the 
cumulative demands of American 
business for debt financing have sub- 
stantially exceeded our accumulation 
of savings with which to meet these 
demands. Recently Business Week 
pointed out that last year American 
business and governmental units bor- 
rowed $32.6 billion, of which regular 
lenders were able to supply only $28.7 
billion. 
but indicate that the deficiency be- 
tween what regular lenders can sup- 
ply and what the market needs will 
amount to at least $4.2 billion—which 
is before taking into consideration the 
probable desire of the Treasury to 


Forecasts for this year differ 


least one billion dollars for 
financing of the Federal 


raise at 
long-term 
debt. 
When demand for funds 
savings by $5 billion or more, it is 
obvious that not everyone gets what 
he wants and that those who are ac- 


exceeds 


commodated pay a higher price for 


Politicians can and do 
Administration, Federal 


their money. 


blame _ the 


Reserve Board, Wall Street, and al- 
most anything else for the tight 
money and higher rates situation. But 
basically it is a matter of supply and 
demand operating in classical and tra- 
ditional fashion. 

Specifically applied to shopping 
this mean? It 
means that the going interest rate on 
good shopping center loans is plus or 
Our three most 
recent transactions, all of them on 
centers which we think are unusually 
well planned and strongly owned, are 
all on a 6 per cent basis. We think 
the prospects are that interest 
may go higher before they go lower. 


centers, what does 


minus 6 per cent. 


rates 
It means also that we and other 
lenders are looking for increased cash 
equities. On a recent loan of about 
$6 million we required that our bor- 
rower furnish us with accountants’ 
affidavits that he has over $2 million 
in. cash invested in his development, 
in addition to his very substantial raw 
land For the present at least, 
the days are over when the developer 


cost. 
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can borrow the complete cost of build- 
ing and site improvements and con- 
tribute only his land and his devel- 
oper’s skill. 

Shortness of supply of funds means 
also that companies which agree to 
hold funds for 18 to 24 months are 
entitled to a commitment fee for so 
doing. One of our major lending in- 
stitutions follows a policy of charging 
a monthly fee of 1/10th of | per cent 
due and payable on the first day of 
each month beginning 60 days after 
the date of the commitment and run- 
ning through to the closing date. On 
an 18-month development project, 
the total commitment for 16 
months would be 1.6 per cent. Our 
general practice has been to ask for 
a somewhat smaller commitment fee 
but to have it prepaid, with provision 
for additional fees if completion of 
the project is unduly delayed. 


fee 


Some lenders have taken the posi- 
tion that on unusually attractive de- 
velopments they are willing to finance 
beyond the conventional two-thirds 
mortgage limit. When they do go be- 
yond this limit and start putting up 
what should be equity money, how- 
ever, they feel entitled to rewards 
¢gommensurate with an equity posi- 
tion. They are asking for and getting 
participation in the ownership of the 
developing corporation or other re- 
ward for assuming the added risk of 
equity financing. 

What sort of deals can be financed 
today? I find a growing disposition 
on the part of insurance companies 
at least to be far more selective about 
what they will do. We have begun 
to get away from the impression that 
if there are enough good names on 
long enough leases, nothing else really 
matters to the lender. Good leasing 
is still important, very important; 
and it is extremely difficult to finance 
a shopping center which does not 
have at least sufficient long-term 
strong leases to cover operating ex- 
penses, taxes, and at least interest on 
the mortgage. That, however, is no 
longer enough. Lenders have become 
aware of something which they should 
have known all along: that there is 
no such thing as a good loan on a 


weak center. 


If the cash registers in the stores 
aren’t ringing loudly enough and 
often enough, the tenant’s willingness 
ability to pay his are in 


and rent 
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jeopardy—and so are the developer’s 
willingness and ability to pay debt 
service on his mortgage loan. 

It is more than a matter of ability; 
willingness enters into it. Who is to 
blame a major tenant for taking ad- 
vantage of technicalities to get out 
of burdensome leases? It happened 
very frequently during the depression 
days and is not unknown even today. 
I know of an instance recently where 
one of the large 5-and-10 chains was 
badly stuck on a location on a lease 
which had a long time to run. For- 
tunately for them, there was a fire in 
the premises recently. It was not a 
really major blaze—nobody killed, lit- 
tle excitement on the streets, largely 
confined to the basement, with some 
smoke and water damage upstairs. 
Had the store been a successful one, 
there is no question but what it would 
have been back in business within two 
weeks of the time of the fire. In- 
stead, however, this relatively minor 
blaze proved serious enough to per- 
mit cancellation of the lease by virtue 
of the fire damage provision. 

How well secured is the loan of the 
investor who financed this property 
on the basis of a long-term major 
credit lease? 

Because are aware that ulti- 
mately our only real security lies in 
the success of the center, we are be- 
ginning to ask a lot of questions be- 
sides ‘“‘whose names are on the 
leases?” Some of them are who are 
the developers? What is their ex- 
perience? Their financial resources? 
Their integrity? What do they know 
about merchandising? What centers 
have they done and how successful 
are they? 


we 


These questions are increasingly im- 
portant. Those developers for whom 
we come up with satisfactory an- 
swers to the questions are almost in- 
variably the professionals. We find 
that if we get satisfactory answers to 
these questions, the other essentials of 
good shopping center financing—se- 
lection of location, basic planning, 
leasing, promoting, and management 

usually take care of themselves. 

I have made a positive recommen- 
dation to our own Company that we 
give up the practice of financing the 
amateurs. I hope other lenders do 
likewise. I think a very good part of 
the troubles of the shopping center 
business today lies in the fact that it 


has been entirely too easy for ama- 
teurs to put together a center and 
that there has been gross overpro- 
duction in certain areas as a result. 
The ability of the amateurs to build 
as much as they have built is of 
course a reflection in large part on 
the financing institutions. The most 
eager amateur in the world isn’t going 
to build unless he can find some- 
one to put up the money. In the 
past most of us have put up the 
money if we could find enough lease 
coverage to take care of operating 
expenses and debt service. We have 
made some weak loans; we have made 
it difficult for the professionals to do 
an intelligent job of leasing and de- 
veloping; and we have done the entire 
industry a dis-service as a result. We 
are beginning to know better. 


What are the mistakes we see being 
made and that cause us, as lenders, 
concern? The first and most serious 
is overdevelopment of shopping cen- 
ters in many areas. As an example, 
we were asked to look recently at a 
proposed center in the Midwest. It 
was being developed by one of our 
very good borrowers, a man in whose 
judgment we have a great deal of 
confidence and whose business and 
good will we want to retain. We find, 
however, that within a radius of seven 
miles of his corner there are not 
three, not five, not seven, but eleven 
shopping centers of regional or com- 
munity classification which are defi- 
nitely in the planning stage. Not all 
of them will be built, but it seems to 
us that there will be sufficient over- 
production of this category to make 
the success of any of them question- 
able. We may be wrong about this; 
in fact, the odds in favor of our being 
wrong might be as high as four out 
of five. Four out of five odds in our 
favor are not adequate, however, for 
the investment of trust funds, when 
we consider our chances for profit 
are limited to simple interest and our 
money back; our chances for loss are 
very sizable. 

A second mistake which is cur- 
rently being made is in the leasing of 
space at uneconomic rentals. The 
major department stores, chain and 
independent, are the principal of- 
fenders in forcing on developers leases 
which cannot possibly be economic. 
We were asked to consider recently 
a loan on a center which was to be 


keyed to a branch store of a major 
unit of one of America’s outstanding 
retailing enterprises. We found on 
analysis that the developer had been 
committed to build this store to spe- 
cifications which we think will run 
his costs close to $18 a square foot. 
The store will pay him approximately 
$1.10 a square foot rental and will 
allow him 2 per cent on sales to a 
point well below coverage of the $1.10 
minimum, 1% per cent to a point 
slightly above the minimum coverage, 
and | per cent thereafter. The store 
will contribute nothing to promotion; 
nor will it pay a cent for mainte- 
nance of common areas. 


We are in this instance asked to loan 
$14 a square foot on the center as a 
whole, with debt service at 8% per 
cent constant. Applying these figures 
to the department store section, we 
find that whereas the minimum rent 
is $1.10, the debt service alone will 
be $1.19 a square foot. In addition, 
the owner has to pay taxes, insurance, 
and all common area and promo- 
tional expenses. On minimum rents 
the owner will be out of pocket by at 
least 50 cents a square foot and will, 
of course, have no return on his 
equity investment. If the store is so 
outstandingly successful that volume 
reaches $114 a square foot of gross 
area, the owner will cover his out-of- 
pocket costs. If he is to recover 10 
per cent on his equity as weil, the 
store sales will have to exceed $144 
a square foot of gross area. 


In this instance, we felt the pro- 
posed lease was so burdensome to the 
operation as a whole that the finan- 
cial success of the entire shopping 
center was seriously jeopardized. We 
did not approve the loan. 


I do not question the morals or 
ethics of America’s leading retailers 
who are trying to make deals of this 
kind. Each man’s obligation in this 
competitive economy is to make the 
best deal he can make. What I am 
saying is that developers who are so 
anxious to put together a center that 
they commit themselves to a transac- 
tion as burdensome as this are going 
to find that they have created a very 
serious financing problem for them- 
selves. We do not intend to subsidize 
the giant merchandisers in this coun- 
try by underwriting uneconomic deals 
for them. Personally, I don’t think 


they ought to expect this subsidy from 
shopping center developers either. 

The third mistake which I think is 
being made is in overdevelopment of 
the intermediate or community size 
centers in large metropolitan areas. 
Despite some vigorous and eloquent 
dissents from a few people whom we 
regard as well informed and thor- 
oughly professional in their approach, 
I still feel that the medium size shop- 
ping center in the large metropolitan 
area has less inherent stability than 
either the very large center or the 
very small one. I am referring to 
equally well-planned, well-owned, and 
well-located developments of each of 
the three types. 

To elaborate a bit on the com- 
munity center: whereas the good 
neighborhood center can live entirely 
off its neighborhood and sustain itself 
adequately even in the face of re- 
gional center competition, the com- 
munity center cannot. On the one 
hand, it is too big to live off its 
neighborhood; on the other hand, it 


is too small to have sufficient mer- 
chandising impact to compete ade- 
quately with the present or future 
regional center keyed to a major de- 
partment store. It is not at all dis- 
paraging to the operators of a junior 
department store to say that they 
cannot possibly have the mass appeal 
in a 60,000 foot suburban Chicago 
store that Marshall Field kas in a 
third of a million square foot store 
two miles away. 

Furthermore, the intermediate: size 
center cannot forestall the.creatior of 


excessive competition with-other-cen-~- 


ters of similar size. I referred earlier 
to the proposed midwestern develop- 
ment where there are 11 intermediate 
and large-size centers proposed within 
a radius of seven miles. This is of 
course in addition to present cover- 
age which is by no means sparse in 
the area. In one of our southwestern 
cities we find five community centers 
within a three-mile radius of a brand 
new regional. 

Something is going to have to give. 


Greatest real estate development in the Twentieth Century, they call it 
—and rightly so—the shopping center is one of principal sights 
foreigners are always shown when visiting this country. Its develop- 
ment goes on and on—and it seems only yesterday (actually a 

few years ago) that quite a few were crying that we had overdone 
the shopping center, were already over built and facing a time 

of crisis. About 900 are scheduled to open this year as against 
300 in each of the past two years. There are around 3,200 

in the U. S. and Canada now and one prediction is for 10,000 

by 1965. One noticeable trend is the remarkable success 

of the very big ones like the Old Orchard Center 


(below) near Chicago with a third of a 
million square foot store area. 
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Making Mortgages Compete 


O YOU have a large inventory 
D of mortgages today and is your 
biggest problem that of selling them, 
or is it that you are actively trying to 
mortgages and that you 


make more 


have plenty of outlets? 


If you have a large inventory it 1s 
probably because your investors have 
other more attractive outlets for their 
money. And that be? 
Why is it possible for them to invest 


why should 


to better advantage in other types of 
There 


number of 


securities? 
are a 
reasons, but prob- 
the 

that 


ably main 


fault is your 
merchandise is not 
as attractive as is 
available in other 


fields 





During recent 
~ years we have 

L. O. Copeland 
made a great 


many improvements, such as monthly 
payment loans, fully amortized loans, 
and open-end mortgages, 


packaged 


but they still lack many of the ad- 
vantages that are available in other 
types of investments 

It is your responsibility as a mort- 


gage banker, together with ours as in- 


vestors, to improve mortgages so that 


they do have more appeal 


Che investor’s primary responsibil- 
ity is to his Finance Committee and 
to the Board of He may 
like you a lot better than some other 


Directors 


security salesman, but he invests 
money where he can get the greatest 
He may tell you it is because 


but if the right 


benefit 


he is out of money: 
deal comes along he can usually reach 
the drawer to find a 


down in lower 


little more 


We in our company like mortgages, 
and most life insurance companies do. 
Forty-five per cent of our assets are 
in mortgages and they give us many 
advantages 


>> The borrowers and correspond- 
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ents a source of steady demand 


for money, something we can depend 


are 


upon month after month. 
>> Making 
good public relations through mort- 
gage loan correspondents and borrow- 


mortgage loans creates 


ers 

>> Historically, the net return, after 
allowing for extra home office 
penses, has been better than that ob- 
tained from our total bond account. 


exX- 


>> The monthly payment plan pro- 

vides liquidity. 

>> Mortgagors are prospects for the 

sale of life insurance. 

>> Mortgages are not subject to seri- 

ous valuation changes at the end of 

the year, as are some other types of 

investments. 

>> Mortgages give us a chance to 

deal more directly with the principals 

on the security. 

>> Through mortgages we can get 

more diversity in locality, occupation 

of borrower and type of industry. 
With all of these advantages, why, 

originators have 

Here are 


then, do 
trouble selling mortgages? 


mortgage 


a few reasons. 

Are you competitive, not only with 
other mortgage loan firms, but with 
competitive as to both in- 
If bonds are 


cent, 


bonds? 
terest rates and terms? 
readily available at 5 


per you 


must provide your investors with 

mortgages to net 54% per cent to be 

on equal basis. 
Chis differential 


company to company, depending 


may vary from 
upon the type of mortgages made and 
the amounts, but there is a cash dif- 
ferential of about one quarter of | 
per cent created mainly because of 
the frequency of payments and the 
each There 


are some companies that invest only 


smallness of mortgage. 


in commercial properties and in 
With 
such loans being payable on some 
basis other than monthly, their home 


amounts in excess of $100,000. 


office servicing cost would be much 
lower. 

Seldom do we buy a bond that does 
not protect us against payoff for five 
years, in many ten; and, 
after that, with penalties starting at 
about five points. How does this com- 
pare with mortgage prepayment priv- 


ileges? 


cases for 


About nine months ago we put an 
A&P loan on our books. Two months 
it was paid off with a 2 per cent pre- 
mium. Do we want more loans with 
a similar prepayment privilege? The 
answer is “no.” Everything being 
equal, we would much prefer bonds 
with protective provisions. 

Competition holds down prepay- 
ment provisions on residential loans 
and, of with loans 
selling at a discount, prepayment pro- 
visions are not so important; but if 
in the future they go back to par, 
some of your investors will object to 
them because they do not give any 
protection against payoff. Those who 
deal in and_ industrial 
properties can greatly improve their 
insisting on good, 


course, insured 


commercial 


attractiveness by 
strong prepayment provisions. It 
would help both you and your invest- 
ors. 

Another suggestion for making your 
merchandise more attractive is to con- 
tinue 
the foreclosure laws of 
your state by eliminating 
demption periods and high costs. 


>> Improving 


long re- 


>> Standardizing forms and proce- 
dures. 

>> Educating more banks and pen- 
sion funds on the advantages of mort- 
gages. 

>»? Trying to find ways to eliminate 
the duplication of payment records 
kept by your investors. 

Is it reasonable for mortgage bank- 
ers to equip their offices with expen- 
sive machines and staff them with 
expert clerical help to record your 


mortgage transactions—then send the 





money to us to do exactly the same 
thing? 

Why can’t someone devise a system 
of keeping one set of records? 

Some companies are using negative 
posting, but we still do not have an 
efficient method for keeping records 
between the correspondent and the 
investor. 

A number of years ago we bought 
90 FHA loans on a group of rental 
properties. They were all for the same 
amount, had the same monthly pay- 
ments and the same interest rate. As 
an experiment, we set up our records 
on one card and posted to that the 
monthly payments. If one loan was 
released, the principal amount and 
monthly payment on our master card 
were reduced accordingly. We have 
handled this group in this manner 
since 1948. The procedure has been 
entirely satisfactory from our stand- 
point and has been approved by the 
insurance examiners. 

Is it possible that some type of 
group accounting might be applied 


e with Other Investments 


That’s what a lot of people would like to know—how to make 


mortgages more competitive with other investments and 


thus end, or at least lessen, the in-and-out routine of investors. 


But if yield and yield alone is how investors will always 


measure investments, then the widely fluctuating periods of 


mortgage investment appeal will continue about as it is. 


Since the mortgage industry happens to be one where some 


swift and significant changes are occurring, might not there 


be some ideas we can explore that will help make mortgages 


more competitive? Mr. Copeland thinks so and suggests 


some. Appropriately enough, his ideas, which embody some 


progressive thinking, were first projected to MBA’s Young 


Men’s Activities Committee meeting at the Chicago Conference. 


By LESLIE O. COPELAND 


Executive Vice President, North American Life 


Insurance Company of Chicago 


to that certain development you are 
financing and selling to one investor? 
If you could show him that his cost 
of handling that particular group of 
loans would be lower, your investor 
would find them much more appeal- 
ing. 

All correspondents are not large 
enough for IBM equipment, and, cer- 
tainly, size is not necessarily a sign of 
quality. (In fact, I think there are 
many advantages in having a small 
mortgage loan servicer.) But assume 
you do have IBM equipment and 
that your investor does too. As you 
remit the money to him, you could 
enclose the duplicate punch cards. He 
could slip them into his tabulating 
machine and make his daily computa- 
tions with little cost. This is being 
done now by some mortgage bankers 


and, without question, their investors 
have a home office cost for 
handling their mortgages. 


lower 


It is also possible that as electronic 
becomes more extensively used, ways 
and means can be found to provide 
investors with duplicate detailed 
sheets showing the status of each loan 
with you, thereby eliminating a dupli- 
cation of record keeping. 

Now let’s explore some new ideas. 

Why do insurance companies buy 
stocks? We buy 
stocks to protect ourselves against in- 
flation and to participate in growing 
industries with the hope of obtaining 
appreciation in both dividends and 


common common 


price at some later date. 


The average does 
have these advantages. The next time 


mortgage not 
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you are trying to geta shopping cen- 
ter or a commercial loan, consider the 
possibility of a clause in the mortgage 
the interest rate to increase 
with corresponding increases in rents. 


allowing 


Mortgages usually are made for 


long periods and at fixed rates. With 


taxes, salaries, operating costs and 


many other things likely to fluctuate 
over that period of time, would it not 
be logical to provide for an interest 


inc rease Or dec rease Ww ith corre- 


sponding fluctuation in the income of 
the security? 
advantages we 


the hope 


the 
stoc ks 
and probability of more income as the 


This is one ol 


have in common 


company grows and prospers. 
Or, if 
wanted on a shopping center is ex- 


the amount of the loan 
cessive, how about obtaining for your 
investor a participation in the corpo- 
the that the 


This has been done in a 


ration or trust owns 


property? 
rather large shopping center in Chi- 
cago and I am sure that, because of 
the participation, a larger loan was 
granted and the investor probably has 
a safe investment and a chance for 
extra profit. 

This participation in equity can be 
Aione either by giving corporation 
shares or assigning an interest in the 
trust 

I have also seen mortgages with op- 
tions to purchase. Sometimes these 
options are of no value, but there 
have been cases where they have been 
With an 


tion to purchase or with an interest 


of considerable value op- 
in the equity, your investor then has 
one of the other advantages of com- 
mon stocks as well as a possible hedge 
against inflation. Sometimes these 
provisions are much more attractive 
than an extra one half per cent inter- 
est rate. They can be very appealing 
to your investor and will help you 
make more deals. 

Right preferred 
stocks and convertible bonds are very 


now convertible 
much in demand. They give a satis- 
factory return plus a chance to partici- 
pate in future earnings and price ap- 
preciation. 

Suppose you are making a $100,000 
mortgage loan on the plant of the 
ABC Corporation, common 
stock is worth $20 per share. The 
mortgage could contain a clause al- 
lowing the holder to convert the prin- 
cipal or a portion thereof into the 


Ww hose 
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“The only way to make mortgages competitive with 

other securities is for mortgage bankers to mold them to 
fit investors’ wants. Know first the market, your 
competitive position, then ask for and obtain a mortgage 
that is not only in line as to amount and rate, but has 

good prepayment privileges and possibly a clause 
permitting the investor to participate in the equity of the 


property. 


That type of merchandise, with low handling 


cost, is an attractive and competitive investment.” 


equity of the corporation at any time 
during the life of the mortgage. The 
stock so acquired could be either vot- 
ing or nonvoting shares. 


In many cases the borrower would 
prefer to sell 5,000 shares of stock at 
$20 than to sign a debt security. But 
selling equity in small companies is 
He needs the 
money to buy new equipment or for 
plant expansion which will help him 
Therefore, he is 


not always easy to do. 


grow and prosper. 
willing to put his name on a mortgage 
and obligate himself to pay. He does 
prosper as a this financial 
help and five years later the common 
stock is worth $40 per share. Why not 
allow the investor who has provided 


the money to enable him to grow to 


result of 


benefit by being able to convert into 
these shares? It could happen that 
the borrower might like to pay off his 
issuing stock, which 
would relieve him of the necessity of 


mortgage by 


meeting mortgage payments, so that 
there are benefits on both sides. 


Again, if we want to keep mort- 
gages competitive and as attractive as 
other securities, let us try to do the 
necessary things to make them that 
way. 

You cannot do it on all cases just 
as we can’t get convertible provisions 
in many bonds and stocks; but it does 
help sell many of them and it would 
help you sell the mortgages where you 
have exhausted all other possibilities. 


The only way to make mortgages 
competitive with other securities is 
for mortgage bankers to mold them to 
Know first the 
market, your competitive position, 


fit investors’ wants. 
then ask for and obtain a mortgage 
that is not only in line as to amount 
and rate, but has good prepayment 
privileges and possibly a clause per- 
mitting the investor to participate in 
the equity of the property. That type 
of merchandise, with low handling 
cost, is an attractive and competitive 
investment. 





What's the Interest 


During the past hundred vears 
an untold number of simple 
interest tables have been pub- 
lished in this country, but not 
sO many new ones im recent 
As more odd 4% in- 


into 


vcars. 


rates have come 


widespread use the old ‘Tables 


terest 


have become sadly inadequate. 

Iherefore we have decided 
to prepare a completely new 
simple interest table, with 
more in it than earlier tables. 
Briefly, it will show rates from 


a + 
3% to 7% by 4%, also 7% 


FINANCIAL pPuBLiSHING COMPANY 


82 Brookline Avenue, Boston 15, Mass. 


SPECIALISTS IN FINANCIAL 


~ 


ee 


and 8%. It will show each day 
to 220 days. In amounts it 
will have each $1 to $100 and 
cach $100 to $10,000. 

It will be big (13 x 9 inches) 
with 900 pages, but it will be 
a humdinger. The price will 
be $25 and it won't be deliv 
ered until Sept. 1 — but if you 
want to order now it will be 
$15 prepublication price, to be 
invoiced when the book is 
shipped. 

Vell your P.A. to ordcr pub- 
lication +43. 


KENmore™ 6-1827 


MATHEMATICAL TABLES 











Seeing Ourselves 


As Others See Us, 
Let’s Look At Where 


The Mortgage Banker 
Stands Today 


Here, Mr. Mortgage Banker, is something you haven’t heard before— 


some candid observations of just what you have been doing 


these past 20 years, how your business has grown, the plans— or lack 
of them—which you have made for the future. Mr. Keesler lays it 
right on the line, tells you exactly how this relatively new business of 
yours has developed and what you had better be thinking about 

for the future. He originally projected his views at our Memphis 
Conference and even though you heard them there, they 
warrant a careful review now. 


HEN compared to other types 

of financial and service institu- 
tions, the mortgage banking business 
as we know it today is still a young 
industry. 

The 
Housing 
1934 
important piece of 
legislation. That 
Act, with its vari- 
ous amendments, 
put the 
ment in the mort- 
gage and housing 
and 
ated an entirely new concept of na- 
tionwide house financing. It not only 
created a nationwide market for mort- 


National 
Act of 


was a very 


Govern- 





W. F. Keesler 


business cre- 


gages, it created a local market also 


for houses and mortgages where cost 


By WILLIAM F. KEESLER 


Senior Vice President, First National Bank of Boston 


was known but where value had not 
been proved. 

By the principle of instalment buy- 
ing of houses, it changed land use 
patterns, speeded up decentralization, 
made automobiles and highways more 
necessary—and is responsible for the 
existence bankers. 

If all of this development had oc- 
curred in those parts of the country 
where there 
investor capital, the nature of the 
servicing even insured 
mortgage financing would certainly 
be different today. 

As savings build up in the areas 
where the development has been most 
rapid, and perhaps some leveling off 
in the rate of development occurs, the 
mortgage banker will find more com- 
petition and a somewhat different set 


of most mortgage 


were concentrations of 


business of 


of circumstances under which to op- 
erate. 

Most mortgage bankers have done 
very well and many with only limited 
original capital investment. The 
quick build-up of many companies 
has been almost entirely due to the 
government’s insured mortgage pro- 
gram, and no small part of it was 
strictly VA. 

Our bank has been active in the 
field of banking the mortgage banker 
for some years now. We have been 
interested in his problems and have 
consistently encouraged that type of 
operation which would justify the 
use of the word “banker” and just as 
consistently discouraged and warned 
against that type of operation which 
would only justify such titles as 
Builders’ Agent or Servicing Agent. 
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Many have upgraded their activi- 
ties and, in spite of the rapid growth 
of the business, have consolidated 
their affairs and maintained well-bal- 
anced positions. Others have been 
opportunists, perhaps too anxious for 
volume and perhaps too quick to act 
on builders’ optimism, the house mar- 
ket, or a spurt in investor demand, 
when their own organization or capi- 
tal position inadequately supported 
accelerated or forced growth. There 
is adequate evidence that, in many 
such cases, operating costs have been 
too high and mainly supported by 
new originations and fees, and with- 
drawals have been too heavy to allow 
a proper build-up of net worth to 
keep pace with growth. 


In an effort to get a better picture 
of the situation of some of the mort- 
gage with have 
been dealing over at least a five-year 
period, we made some interesting 
comparisons from the statements of 


bankers whom we 


a number of the larger ones. 


In the aggregate these show: 


A growth in net worth 


A total of commercial bank borrowings 


A total of servicing accounts 


In connection with these figures, it 
should be stated that in 
the totals of loans serviced five years 
ago but 
familiarity 
volved, we believe they are not too 
It should also be realized 
particularly in the case of some of 
that the com- 
bank borrowings, or 


most Cases 


were estimated, from our 


with the companies in- 
inaccurate. 


the larger companies 
mercial 
housing 
higher in 1957, 
other 


ware- 
totals, were substantially 
and perhaps at some 
the five-year period; 
in fact, they are higher again now in 
the early part of 1959. 


times in 


From other figures we have seen. 
we feel that the ratios indicated by 
these aggregate figures at the end of 
1958 showing roughly two thirds of 
1 per cent net worth to total servic- 
ing, 8 to | bank borrowings to capi- 
tal, and 6 to 1 bank borrowings to 
probable escrow accounts, based on 
an estimate of three fourths of 1 per 
cent of total servicing, are substan- 
tially more favorable than the indus- 
try as a whole. 
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The national figures for all FHA 
approved companies from 1945 to 
1955 show some interesting facts: 

In 1945 
Net Worth 
Bank Loans 


$52,000,000 
$58,000,000 


ratio 14-1 Bank Loans to Net 
Worth 
Escrow Balances $17,000,000 


Es- 


ratio 344-1 Bank Loans to 
crow Balances 
In 1955 
Net Worth $ 243,000,000 


Bank Loans $1,170,000,000 


ratio 5-1 Bank Loans to Net 
Worth 

Escrow Balances $ 143,000,000 

ratio 8-1 Bank Loans to Escrow 
Balances 

These figures include new com- 


panies approved during the period, 
namely 1945 to 1955, and the new 
companies comprise more than 25 


1958 
$17,813,000 
$139,000,000 
$2,970,000,000 


1953 
$9,535,000 
$55,455,000 
$1.380,000,000 


per cent of those existing at the end 
of the period. 

In 1945, net worth was about 32 
per cent of all liabilities, including 
escrow accounts of about 10 per cent; 
and in 1955, net worth was only 13 
per cent of all liabilities, including 
escrow accounts of about 8 per cent. 

These figures reflect considerable 
credit to the mortgage banker. First, 
for his integrity which has so obvi- 
ously gained him the investor’s con- 
fidence; second, for his resourceful- 
ness in originating such a substantial 
volume of business in such a limited 
time and with such limited capital. 

It must be noted, however, that the 
ratios have become less conservative 
with this tremendous growth. 

It has been often said in the mort- 
gage business that there is always 
some kind of a crisis every spring and 
every fall. Such crises seem to have 
not really existed or have been cor- 
rected either by legislation, new Wash- 
ington regulations, or major changes 
in the investor and commercial bank 


within the 
bankers. 


market—all not 
the mortgage 

So far as I know, there is no crisis 
right now. Most have no loans to 
seli and their uncommitted inventor- 
ies are cleaner than they have been 
for a long while. 


money 
control of 


Lack of a crisis should not lull us to 
sleep, however, and this is a particu- 
larly good time for a mortgage banker 
to look both backward and forward 
and generally take stock of his own 
situation and that of the industry as 
a whole. 

What effect will inflation, increas- 
ing competition, and increasing op- 
erating costs have on the mortgage 
banker? And, relatively, how much 
more important will those commis- 
sions and fees become as against net 
income from servicing? Remember 
that your liability to investors is in 
the form of service to be rendered at 
whatever cost—and not in dollars. 

A lot of mistakes were made in the 
past but the big backlog of housing 
need and a big volume of new busi- 
ness, plus inflation, covered them up 
pretty well. 

And the mortgage banker has been 
lucky in many ways. 

In many areas, local banks left the 
field to them entirely in providing for 
community housing needs. 

Local banking laws and legislation 
have aided sale of out-of-state insured 
loans. 

The government has liberalized pro- 
grams pretty much as required to 
keep construction and house sales 
going. 

There has been a rapid accumula- 
tion of investor funds in the hands 
of institutions that have not had either 
the knowledge, equipment, or legal 
ability necessary to originate and 
service their own loans. 

The mortgage banker has well edu- 
cated the investor in the desirability 
of the insured mortgage for invest- 
ment. Today it is a big business, and 
investors have also done seme self- 
educating. 

As the mortgage investment busi- 
ness, as handled by mortgage bank- 
ers, grows in popularity and size, it is 
subject to some disadvantages as well 
as advantages. It is fairly safe to pre- 
dict an increased activity by banks 
and savings and loan associations in 


many areas, in both the investing and 
originating fields. 

When 
creases, at the same time the pinch is 
on to maintain highest net returns 
possible in order to compete for sav- 
ings, it is only natural that some of 
these investing institutions, both local 
and out-of-state, are going to take all 
the advantages their ability and the 
laws will allow them to do. 


the volume of business in- 


In many areas, the local commer- 


with other types of financial institu- 
tions, to changing financial conditions 
and to unpredictable federal statutory 
and administration charges.” 

The mortgage banker should make 
a careful analysis of operating costs 
to determine how long he can live 
on servicing alone, and how much 
new business he must conservatively 
originate to stay in business success- 
fully as a mortgage servicing com- 
pany. 


Others, although they have allowed 
earnings to accumulate, have invested 
the surplus and sometimes much of 
the capital in equities or land, and 
this has not helped their working cap- 
ital position at all. 

The suggestion may not be too 
popular, but it would not be unrea- 
sonable at all, considering the changes 
in money values and the increased 
volume of business, if FHA should 


consider some increase over their orig- 


cial banker has been the mortgage 
banker’s best friend and this may 
become increasingly evident as time 


inal mortgage company capital re- 
quirements. I doubt if FHA originally 
envisaged such a large volume of 
business as exists today in relation to 
capital; and a mortgage company 
certainly should have sufficient free 
surplus to take it over some period 
which will occur somewhere along 
the line of more expensive servicing 


It is easy for a mortgage company 
to confuse, from a net profit point of 
, volume of servicing with the 
built-in quality of a service account. 
A large size servicing account is not 
always indicative of a most profitable 
operation. Many 
small companies have shown a better 
return percentagewise on 


view 
goes on. 

In other areas where commercial 
banks are making strong efforts to 
increase savings to compete with the 
savings and loan associations, they 
will also compete with the mortgage 


medium size or 


servicing 


“The mortgage banker who is set up properly with sufficient 
capital, who maintains some flexibility to handle all types of 
conventional and insured loans and purchase-lease deals, will be 
able to meet his competition and do a good business; but he 

will have to get back a little closer to the older fundamentals of 
mortgage lending when location was so important, existing 
construction was more important, and value had to be proved. 
Furthermore, his judgment, influence, and financial integrity will be 
needed much more in the future to help steer and control the 
development of his own community; then the community, 

as well as he, will not get stampeded in any market 

by the builders or by Washington.” 





banker—as it is probably true that, 
in the larger banks at least, real es- 
tate loan income must be created and 
assigned to savings funds in order to 
justify the rate of interest paid on 
savings. But it is not likely that many 


banks not now in the business will 
compete with mortgage bankers in 
the servicing business for other in- 


vestors. 

In any event, the mortgage banker 
should look ahead and see how well- 
equipped and how flexible he is to 
compete and to consider some chan- 
neling of his activity into the most 
profitable types of mortgage business. 

Quoting Saui B. Klaman in his 
excellent book “The Postwar Rise of 
Mortgage Companies,” published by 
the National Bureau of Economic Re- 
search, Inc.: “So long, therefore, as 
mortgage companies continue to con- 
centrate their activities in federally 
sponsored mortgages, they will be 
particularly vulnerable, compared 


and a better return on net worth. 


FNMA 


servicing 


these 
cent 


Certainly some of 
deals with a % per 
contract did many mortgage compan- 
ies no good, and they were bad for 
the industry as a whole. You can 
not afford to service for less than 2 
per cent. But because of some of the 
deals that have been voluntarily of- 
fered to investors, you may have to 
fight harder than you think to main- 
tain that rate. One 
course, is to demonstrate the necessity 
of setting up a reserve for future in- 
creasing costs per loan dollar which 
I believe can be shown, but it is hard 
to prove it if you don’t do it. 


way now, of 


Some companies have been so anx- 
ious to meet competition and grow in 
size that they have been trading dol- 
lars and have not had enough net 
profit to leave in the business to in- 
crease capital in reasonable propor- 
tion to the volume of business done 
and obligations outstanding. 


and slower originations. 

One thing that protects some bus: 
nesses from irresponsible and inex- 
perienced competition is the amount 
of capital required. It could be a 
good thing for the industry itself to 
require growth of capital in propor- 
tion to size of activity as well as to 
provide further protection that the in- 
vestor is entitled to and, in fact, is 
paying for. 

Other types of bankers have, either 
through legal requirements or gener- 
ally accepted standards, been obli- 
gated to increase capital and reserve 
in some proportion to increased busi- 
ness. 

A mortgage banker has several dif- 
ferent kinds of liabilities and expenses, 
all of which do not appear on this 
statement. 

Some portion of every servicing ac- 
count must be a liability, and those 
contracts must be lived up to. 

The average monthly income from 
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servicing a 25-year loan over the first 
five years drops to 94.4 per cent of 
the '% per cent service fee. The sec- 
ond five years’ income averages 81.7 
per cent of the original fee, and that 
of the third five years’ drops to 65 
Since the fourth and fifth 
five-year periods drop to 43.6 per 
cent and 16.2 per cent respectively, 


per cent 


I hope you are right in the theory 
that most of the loans will be paid 
off within the first fifteen years 


There is also certainly more than 


contingent liabilities in connection 
with commitments to builders, pledged 
uncommitted mortgages and land de- 
velopment, and construction loans. At 
the same time, the mortgage banke1 
must be prepared to finance more 
development and construction to 
compete with the savings and loan 
associations and the commercial 


banks 


There must be some proper rela- 
tionship to the per cent of capital to 
the service account. The nature of 
the servicing account, and of the 
mortgage banker’s operation, might 
vary the requirements; but let’s as- 
sume that, in addition to his responsi- 
bilities to existing servicing contracts, 
he has to add 10 per cent of new 
loans each year to about stay even 
The activity itself and his commercial 
bank borrowing requirements would 
indicate that he should have a very 
minimum of 2 per cent of his total 
servicing account in liquid working 
capital and probably at least | per 
cent in most cases. This is only 10 
per cent of new annual loan origina- 
tions and only two years’ gross in- 
total 


mortgage company granting construc- 


come on the servicing, Any 
tion and land development loans 
needs even more capital. If it were 
not for escrow accounts, mortgage 
bankers would not have been able to 
borrow anywhere near their current 
requirements for construction and 
warehousing The maintenance of 
these escrow accounts is not indefi- 
nitely guaranteed; and even with 
mortgage bankers have 


them many 


had a hard job to maintain satis- 
tactory commercial bank balances in 
relation to their peak short-term bor- 


rowing requirements 


Although many mortgage compan- 
ies are making little or no money on 
servicing alone, I have seen no re- 


serves set up as such for future servic- 
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ing costs. Just what does happen if 
originations fall off substantially be- 
tween now and the next real housing 
boom ? 

Business conditions are pretty good 
and improving in some locations but 
not all, and many areas do not need 
a lot of new houses in a hurry. New 
houses have to be sold, they have to 
be well-located, and of good quality 
for the money 

We have had 
predictions from the economists. But 


some pretty rosy 
we still have some spots where em- 
ployment figures do not look so good, 
and the strength of the stock market 
seems at least to be based in part on 
the unfavorable opinion of the value 
of a dollar, as against real optimism 
for more employment and increased 
corporate earnings 

In a survey I made last fall, I ran 
into some instances where projects 
had a real tough j 
the increased tax load applied on in- 
dividual houses which disqualified a 


time because of 


lot of buyers overnight.* 

If it is medium to low cost hous- 
ing where the demand has not been 
met, it does not always make sense 
to try and provide for it by new con- 
struction. 

Urban redevelopment in itself will 
have effect on the mortgage 
banker. If it is true, as seems to be 


some 


indicated in some places, that better 
provision will be made in our cities 


*See Tue Mortcace Banker, November, 
1958 


for multiple housing for middle and 
higher income groups, this obviously 
will lessen the market for suburban 
houses, particularly those where ade- 
quate transportation to the city or 
job is not available at a reasonable 
cost. 

Aside from higher cost of construc- 
tion and taxes, suburban living is not 
as cheap as it is supposed to be; and 
no one properly estimates such things 
as the cost of transportation and the 
cost of home maintenance. 

I feel that the real danger at pres- 
ent is that, with the encouragement 
from Washington and with the good 
supply of investor funds available, we 
will encourage and perhaps aid build- 
ers to build too far ahead of their 
market. 

The mortgage banker who is set 
up properly with sufficient capital, 
who maintains some flexibility to han- 
dle all types of conventional and in- 
sured loans and purchase-lease deals, 
will be able to meet his competition 
and do a good business; but he will 
have to get back a little closer to the 
older fundamentals of mortgage lend- 
ing when location was so important, 
existing construction was more im- 
portant, and value had to be proved 

Furthermore, his judgment, influ- 
ence, and financial integrity will be 
needed much more in the future to 
help steer and control the develop- 
ment of his own community; then the 


community, as well as he, will not 
get stampeded in any market by the 
builders or by Washington. 
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THE SCORE IN MORTGAGE LENDING COULD BE TWO AND TWO 


AM just completing my first six months as 
! president of your Association and during this 
period have traveled more than 125,000 miles, 
visited 20 cities, spoken before 21 organizations, of 
which 11 have been local and regional mortgage 
associations, with a total combined audience of 
probably 15,000 people. During my term as vice 
president, this activity was almost as extensive. 
Thus, I have had an opportunity to see at first 
hand the operations of the mortgage business and 
observe conditions in a more intimate way than 
probably anyone else during 
the same period. Many of the 
important factors affecting our 
day to day operations, such as 
the availability of funds and 
price of money, are well un- 
derstood by mortgage men 
everywhere so I have nothing 
particularly new to report on 
these matters; but I also have 
had the experience of being in 
many places, across and up 
and down the country, and have had the oppor- 
tunity to observe conditions peculiar to many 
mortgage banking is conducted in 





Walter C. Nelson 


areas—how 
various sections, meet the people who are in it 
and, in a sense, get the personal touch and under- 
standing which is only available through personal 
contact. 

What have been my impressions from this ex- 
perience, can they be properly organized to single 
out the most important? I certainly have gained 
some definite impressions but putting them in the 
proper order is not easy. I have varying degrees 
of conviction about many of them; others are firm 
convictions—with some reservations. And as with 
about everything else, there are always exceptions. 
There are four general opinions I hold which have 
been deeply impressed upon me as a result of 
these wide contacts with mortgage men. 

Two compliment the mortgage banker, two do 
not. As for the former 

First, the investor-correspondent relationship is 
stronger today than it has ever been. Despite any- 
thing you may have heard, any misgivings or 
doubts you may have, I firmly believe that to be 
true. We may have forgotten but this relation- 
ship actually didn’t reach maturity until fairly 
recent years and just now is becoming fully appre- 
ciated for what it has proved itself to be—a wise 
partnership that works well and economically for 
both partners as well as for the public. Every- 
where I have seen evidences of how our modern 
concept of the investor-correspondent relationship 
is working, how correspondents are providing 
skilled and expert service to the investor which 
would be available to him in no other way. Like- 


wise, I have seen a definite appreciation on the 
part of investors for the contribution which the 
correspondent is providing for a good investment 
performance. Above and beyond this, I have se- 
cured a renewed recognition: of the proposition 
that the mortgage as an investment medium is 
still right at the top and that it stands little chance 
of losing that preeminence. 

Second, mortgage bankers generally are doing a 
superb job of servicing. It isn’t news that our in- 
dustry is doing a good job but my impression is 
that it is doing better than that. What has hap- 
pened, in a relatively brief period of time, is that 
this industry of ours has become fully conscious 
of the tremendous value of good, efficient and 
economical servicing, has set out to deliver just 
that and has achieved the objective in a remark- 
able way. But servicing is something that will 
never stand still, there will be endless innovations, 
constant improvements, always a better way to 
do something. That can only mean that our in- 
dustry can’t let up, must always be seeking the 
better way. But as of now, we certainly have a 
winner in what we offer in servicing. 

Now to the other side of the coin—the impres- 
sions I have that are not so complimentary to us. 

First, many mortgage bankers aren’t looking 
ahead with too much imagination and vision. 
Probably because such a substantial segment in the 
industry has come into it within fairly recent years, 
I get the impression that many mortgage bankers 
do not regard their own operations with the sense 
of permanency they should. It shows itself in 
many ways. Some are under-capitalized for the 
volume of business they do, relatively few have 
well defined plans for ownership and manage- 
ment succession. Some seem almost indifferent to 
the future of their staffs—in many respects their 
most important asset—beyond their every-day per- 
formance in their jobs. And, frankly, too many 
firms are still one man shows, operations where 
one person, and only one, has the final decision. 
In a word, too many mortgage bankers aren’t 
looking ahead too far. That’s my impression. How 
true it actually is no one knows; but if it’s as 
dominant as I suspect it may be, it represents 
weakness. Every mortgage banker can answer the 
question for himself. 

Second, mortgage bankers certainly aren’t as 
progressive in many respects as they should be. I 
put a pretty high value on the position which I 
think a mortgage man ought to occupy in his 
community. I’m afraid too many of us don’t give 

(Continued on page 32) 
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This Much Debated Question — 


WHAT DOES IT ACTUALLY COST 
TO SERVICE MORTGAGES ? 





, . on ehiwt 
ie ra or nr ae 
ae far 
roe ‘ : : 
F THE title means the cost to service a “live” mort- which is typical of most all Mortgage Banking firms. 
gage portfolio on today’s firing line of mortgage The company to which I refer, I shall call Corre- 
investments in this ever-changing market, I'll give it spondent. 


— om . . . : ‘ 
a try: [he investors of this Correspondent, like most all 


“Live” portfolio or “dead” portfolio, what is the real cost? investors, wanted to maintain a “live” portfolio 
where paid-off loans were to be replaced. During 
1958, the Correspondent had 35 employees. The com- 
bined portfolio balances of the Correspondent were 


ll get to the actual cost quickly, but first it is neces- 
sary to decide if we mean to Service a “live” port- 
folio or to Collect on a “dead” portfolio of mortgage 


wee maintained—actually they grew a little, about 2 per 
cent during the year. There were about $12,000,000 

Just what is the difference between this business of “live” in principal reduction and pay offs, and $14,000,000 
and “dead” portfolios? in new loans were added during the year to keep the 
A “live” portfolio is one in which the mortgage ac- accounts up to balance. It took 35 persons, therefore, 
count is kept healthy and alive, or up to date, by re- to Service the portfolio. If the portfolio was to have 
placing paid-off loans with new ones so that the port- died, I am told, and I believe from my own experience, 
folio maintains its total balance, or grows a little. A that the Correspondent could have Collected on this 
“dead” portfolio is one that is allowed to run down account as a “dead” portfolio with about eight persons, 
and pay off continuously that is, during a good year like 1958. However, it took 


every man and woman working hard—35 of them—to 
maintain, or Service, this “live” portfolio. The Cor- 
respondent could not have done the job with one less 
Practically none. But you would Collect on a “dead” person. It may be seen from this actual case that 
Collecting cannot be separated from Servicing in 
actual practice, nor should it be separated in theory. 


But why talk about a “dead” portfolio, what investors 
want that kind? 


portfolio and you can Service only on a “live” port- 
folio. If we have a “live” portfolio in mind in dis- 
cussing a cost analysis, Collecting is but a small part 
of the Servicing functions. If we should have a “dead” 
portfolio in mind, there is very little Servicing in- 
volved, but practically all Collecting, and the differ- 
ence in cost is very, very great. 


What is your idea of the difference between Collecting 
and Servicing? 
Many different financial institutions, banks, trust com- 
panies, etc., will take the job of Collecting on an ob- 


Can you give me a simple, factual, down-to-earth exam- ligation for about $1.00 per payment, but Collecting 

ple of the difference? is but one of the many functions of Servicing a “live” 
Yes, from the actual experience during 1958 of a mortgage portfolio. Collecting is about 10 per cent 
Mortgage Banking firm with which I am familiar, and of the job of Servicing. 


By WALLACE MOIR 





President, Wallace Moir Company, Beverly Hills 
Past President of MBA 
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You mentioned the words “alive” and “healthy” in con- That’s an impressive summary of important duties. Is 


nection with a mortgage portfolio. How is a portfolio that all? 

- coe . ~ , * . . a 

kept alive and healthy: Yes! Unless we include assembling the loans originally 
The most simple answer would be by “good servicing.” as the nucleus on which Mortgage Bankers may com- 


mence servicing in the first instance. 
Then what does good servicing include? 
. . 7 or ° ”” 
Why do you emphasize No. 3, “Producing new loans, 
so prominently as a part of Servicing when it ts usually 
considered as a separate department or activity? 


There are 21 functions to be performed by the Mort- 
gage Banker who Services well and who has reached 
maturity in this profession. Twenty-one is here rather 


symbolic of maturity, or coming of age. 


What are these twenty-one functions of good servicing? 
4 s g 


The Production of new loans, to replace those paid 
down or paid off is as much a part of Servicing as 
is the production of new hazard insurance to replace 
that which is inadequate or expired. Turning a loan 


1. Collecting payments on loans when due. ; 

2. Prompt and complete records of accounting for ane Sle ane prpeesindiuant 00. of for various a 

- sete into a loan that is not going to be paid off, is a func- 
collections. tion that also occurs frequently. It demonstrates that 

3. Producing new loans to replace regular and extra the functions of Servicing and Production cannot be 
payments and loans paid in full. separated—they are one. Production is, therefore, one 

4. Rehabilitating poor payment cases. of the functions of Servicing, and in good times the 

5. Following taxes and assessments and doing what- most expensive one. Therefore, it cannot be separated 
ever is needful. from Servicing of which it is a large and necessary 

6. Following condemnation proceedings and doing pass. 
whatever is needful. You speak about good times, but what about a quiet or 

7. Following hazard insurance and doing whatever is static period when investors do not want a mortgage 
needful. portfolio to grow; could not production be eliminated 

8. Handling conversion of Insured and Guaranteed from servicing and costs reduced? 
loans, in foreclosure cases, to the obtaining of De- A mortgage portfolio, of course, never remains quiet 
bentures. or static, for even in a severe depression if no new loans 

9. Handling foreclosure of conventional loans to are produced, the portfolio will decline. A declining 
acquisition of property. portfolio is not static. Also, there are relatively short 

10. Rehabilitating acquired properties when necessary. periods when one might even say that the market in 

11. Protecting, renting, managing and accounting for general, or the desires of an investor in particular, 
acquired properties. remain static. We handled a mortgage portfolio in 

12: Seller cemchedeeenention. the depression of 1929 to 1934, and there were al- 

1 a ays many w de pay ts on their loans. Noth- 

13. Working out new loans on sold properties and See eee sae erage aya had 

a ing was very static then unless you have electricity 
servicing them. in mind, and if you do, there was plenty of static. 

14. Cooperating in the sale of mortgage redemption The year 1958 would not be considered as a quiet or 
or business insurance when Insurance Company static year, although, as mentioned before, the growth 
investors desire it. of a portfolio by 2 per cent is almost remaining static 

15. Satisfying debtors on questions relative to their in result; yet during that period, there was an 11 per 
loans. cent runoff and a 13 per cent increase in new loans. 

16. Improving public relations with customers and Considering it both ways, 24 per cent of the portfolio 
prospective customers and cooperating in public- went off or on the books during the year. 
ity campaigns. ; ‘ 

~ ., ; os ; But what about a relatively quiet account in a period 

17. Being an integral part of the community in which Pe ER 
you operate and being well informed on changing of See . 
conditinns. Quiet or static accounts, where there are few loans 

i iain a een a ee ee paid down or paid off and no new loans made, is un- 

: porting to investors on local information a ag ays neg 
taatien ieneeegiinte, realistic in actual practice. 

19. Following local and state legislation affecting What about a short period of relative quiet? Can’t you 
mortgage investments and influencing legislation lop off the expense of production and reduce the cost 
in the public interest. of servicing? 

20. Belonging to the Mortgage Bankers Association Could a manufacturing concern let the salesmen go 
of America and following National legislation, during a strike because they temporarily had no prod- 
thereby taking an active part in protecting our uct to sell? Or could they give up rental space to 
investors’ interests and their future right and op- house them, or sell the furniture and furnishings to 
portunity to do business. equip them? No! Unless the production staff would 

21. Aiding investor personnel in the local inspection never again be needed, could it be eliminated. The 


of properties and in acquiring a personal knowl- 
edge of local territory. 


statement “never again” would mean that a business 
recession was in being. 
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there is a proportionate increase in the number of 
mail, telephone and personal contacts. Every such 
contact means additional persons to handle these con- 
tacts, it means additional office space to house them, 
increase in all computations, bills, letters, records, 
office machines, supplies, postage, etc., ad infinitum. 


All right! Let’s take the business recession, or decline, 
or depression; NOW could you not eliminate the pro- 
duction staff and therefore its cost? 
Yes, THEN we could let our production staff go, 
which might be 75 per cent of our total staff. We 
would, however, be obliged to hire a rehabilitation, 


or reconstruction staff immediately to handle the in- 
Is it possible then, to say with any accounting accuracy 


what the cost of servicing really is? 
No. Not any more than it would be possible to say 
with any accounting accuracy what the mortality rate 
is—for both are ever changing. However, in both 
cases, an accurate estimate may be made based on past 


creasing needs for servicing items 4, 8, 9, 10, 11, 12 
and 13 of the list I gave you. Fortunately, a produc- 
tion staff has demonstrated in the past that it can 
‘double in brass” and become a rehabilitation staff 


Would you spell out a little more clearly what you mean ; 
experience. 


by “double in brass” 


Yes! I mean that production men and women can talk The title of your article is “What Does It Actually Cost 
with the people who would miss then ‘payments in a To Service Mortgages?”. Now that we have heard the 
business decline, or wish to let properties go, or want necessary preliminaries, what is your answer? 
to give a deed in lieu of foreclosure. They would han- It is the cost of the whole operation of Mortgage 
Pag! Z ] 9 
dle foreclosures, take deeds where feasible, take over Banking, including the 21 servicing functions. The 
properties, rehabilitate, protect, rent and sell them; cost of Servicing varies with the scope of service 
set up new loans and begin the normal servicing func- quality of service, type of loans, quality of loans, geo 
tions again. ne ee eee ee oo ‘hagyrs 
ei a graphical location, special investor requirements, etc., 
You must have a full staff in good times to replace etc. Hence, one can always cite a case to disprove the 
paid-off loans. You cannot jetison any of the staff in testimony of a witness. Cases may be cited to disprove 
short quiet periods, and they are needed more than my testimony as a witness. 
ve imes of recession. an , - : 7 
ever in times of recession Therefore, with unwarranted courage, but with sin- 


cerity of purpose, I conclude that it costs about 50 
cents per year for each $100 of loan balance when 


So much for that. Now tell me, in good times couldn't 
the average new loan ranges from $10,000 to $20,000. 


you add, say, 10 per cent more business to your total 
portfolio without additional cost and cut down the This compensation for servicing (and assuming, of 
course, a normal origination fee paid by debtor or 

Your question is, if you service $100,000,000, could investor) should provide enough funds for the Mort- 
on $10,000,000 more without increasing gage Banker to (1) pay personnel and other necessary 

expenses; (2) establish a reserve; and (3) under fa- 


- 


vorable conditions, leave a reasonable profit. 


) 


servicing charge 


you not take 
your costs? The answer must be in the negative and 
this is the reason. For 10 to 15 years I have kept a 
record of the ratio of employees to mortgage port- 
folio. The average was that one person handled 
$2,230,000 in mortgage loans. Slight variations in this 
figure by different Mortgage Bankers due to average 
size of loan, type of loans, etc., would be obvious. 
But for every one million dollars of added servicing, able profit. 


A reasonable profit is the keystone of our private en- 
terprise business system—and that business system is 
the foundation of personal freedom—the crowning 
glory of America and all mankind. If we wish per- 
sonal freedom, we must wish every business a reason- 


29 of mortgage bankers to such things as the 
it that same value. I just have the impression VHMCP and CAP have been, to say the least, 
too many mortgage bankers is less than complete. If your answer to all this is 
that we've “been too busy” with the main part of 
our business, you’re partially right. The last two 
decades have been busy ones and there is no in- 
I think are also very important. For instance, it’s tention to minimize the importance of the job 
no secret, that relatively few mortgage men in which this industry has done. There are excep- 
to tions to every rule, every development—and with 
us there are some quite notable exceptions to this 
seeming lack of progressiveness I’ve cited. I’m 
merely passing along a definite and fixed impres- 
sion gained from seeing and talking with many 
people in many widely separated places. Our job, 
our responsibilities and our future are all bigger 
than they were yesterday and they will all be big- 


President’s Page from page 


that the vision of 
limited to affairs of the moment, doing the busi- 
ness that comes naturally, that’s most profitable 
with far too little concern for many things which 


our urban communities have taken the time 
study seriously the problems of blight, slums and 
decaying neighborhoods. Yet this is a vital de- 
velopment that isn’t just a possibility—it’s here. 
Relatively few, I suspect, know what Sections 220 
and 221 of the National Housing Act are, what 
they are supposed to accomplish and the oppor- 
tunities tor mortgage bankers. And turning to 
another phase of the question, the contribution ger tomorrow. 
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Che VHMEP 


A Look at the Kecord 


Among all the innovations, new 
plans and pioneering concepts in hous- 
ing and housing financing in recent 
years, none was ever entitled to such 
complete support on the part of pri- 
vate enterprise as the Voluntary 
Home Mortgage Credit Program. It 
is a joint venture of government and 
private enterprise to do a job that 
plainly had to be done—if 
quences distasteful to both were to be 
avoided. VHMCP has had its share 
of disappointments and setbacks, 
mostly of a kind beyond its control. 
And the record is a good one but sup- 
port is still needed on the part of pri- 


conse- 


vate enterprise. 

After four years of operation 
VHMCP has indeed established a 
creditable record. As of December 31, 
1958 it had received more than 107,- 
000 applications and placed nearly 
35,000 loans, aggregating nearly 
$334,000,000. Included in this total 
were three project loans covering 546 
rental units for minority group oc- 
cupancy, amounting to $3,235,800. 

The national placement ratio for 
minority group applications exceeds 
70 per cent, and 8,000 minority fam- 
have loans 
through this program. 

Presently, over 35,000 families in 
credit-short areas live in homes of 
their own because of VHMCP. Had 
it not been for VHMCP, that num- 
ber of families might well have lost 
out in the general competition for 
loans. The program has 
proven that it can find home loans 
for qualified applicants. 

Major beneficiaries of the program 
have been families of modest means 
who buy low priced homes. More 
than 50 per cent of the loans made 
through VHMCP have been to fam- 
ilies with annual incomes in the 
$3,000 to $6,000 range. Nearly 60 
per cent of the homes financed with 
VHMCP assistance have ranged in 
price from $5,000 to $11,000. Well 
over 22,000 VA loans were obtained 
by VHMCP for veterans in areas eli- 


ilies obtained housing 


housing 


cible for VA direct lending. 

The VHMCP has clearly shown 
that private funds can replace direct 
government mortgage lending to vet- 
erans if the rate of interest for such 
loans is competitive with the market 

The VHMCP has accomplished 
much that is not reflected in the sta- 
tistics. Many participating lenders 
have extended their lending 
business into areas and to groups they 
have served for the first time through 
VHMCP. Lenders have moved into 
areas where private lenders previously 
operated only on a highly selective 
and restrictive basis, if at all. VHMCP 
has awakened the lending industry to 
the fact that the areas in which it 
operates—previously neglected by the 
industry — are a reservoir of good 
loans. 

VHMCP’s accomplishments have 
been achieved in the face of various 
adverse During the 
period of its operation the market has 
been erratic and has worked against 
the Program in many respects. Many 
lenders, it must be admitted, have not 


normal 


circumstances. 


extended their full cooperation. Dur- 
ing the latter half of last year short- 
age of funds made it necessary to 
consolidate some of the agency’s vari- 
ous offices. 
MBA has 
support. Throughout the country the 
VHMCP committees have many 
MBA members serving on them. 
Martin R. West, Jr., vice president, 
Weaver Bros., Inc., Washington, 
D. C. and Robert Tharpe, president, 
Tharpe & Brooks, Incorporated, At- 


been consistent in its 


lanta, are members of the national 
VHMCP Committee. 
Other mortgage bankers from the 


Association serving on the various 
committees are: 

Region I: Robert E. Goldsby, Jer- 
sey Mortgage Company, Elizabeth, 
New Jersey; Howard J. Ludington, 
H. J. Ludington, Inc., Rochester, 
New York; Philip H. Hill, Thomas 
& Hill, Inc., Charleston, West Vir- 
ginia and Claude R. Davenport, First 
Mortgage Corporation, Richmond, 
Virginia. 

Region II: C. Douglas Wilson, C. 
Douglas Wilson & Co., 
South Carolina; Scott N. Brown, First 
Trust Company, Chattanooga; 
Charles C. Cameron, The Cameron- 
Brown Company, Raleigh, North 
Carolina; W. Gentry Harpole, Laclede 
Bond & Mortgage Co., Louisville, 
Kentucky and Lon Worth Crow, Jr., 
Lon Worth Crow Company, Miami. 

(Continued on page 53) 
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Upice of the Home Office 


How a Small Life Company Deals 
with Its Correspondents 


(THE small life insurance com- 


S 
pany there 


is usually a 


continues to grow, 
It had 


its own home 


pattern made 


loans on real estate in 


office area and then suddenly was 


born the need for expanded mortgage 
investment 
Often we hesitate to explore the 


mysteries of the unknown. and right- 


fully so; but we can acquaint our- 
selves with all the known factors and 
often discover that our exploration 
isn't as unpredictable as we first im- 
agined 

Naturally there are many variables 
in any mortgage correspondent SYS- 
tem. Each investor plans to elim- 
inate, or compensate for, these dif- 
ferences to best suit his investment 


policy 
We have alwavs been impressed by 
the 


those correspondents we have so for- 


initiative and resourcefulness of 


tunately enlisted to assist us with our 


investment program. This is true of 


many others 
We have found it helpful to follow 
these general policies in our corre- 


spondent relationships 


>> They shall be 


portant and necessary part of our in- 


treated as an im- 


vestment 


>> Every shall be 


enhance their operation in proportion 


program 


effort made to 


to ours, by allocation of funds each 


yeal 


>> Ou correspondent representation 


shall reflect geographic diversification 
This 


pro- 


to avoid confliction of interests 


will also stabilize our investment 


gram when some areas experience 


periods of restricted production 
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Some of these correspondents don’t do 


everything exactly as this investor would like 


but mostly he’s well satisfied with their 


performance. 


The company adopted the level 


service plan at the beginning and experience has 


shown that it’s a good one for the 


correspondent. 


By MYRON M. 


HILTON, 


M.A. I. 


Second Vice President, Union Mutual Life 


Insurance Company, Portland, Maine 


What we had originally considered 


as the unknown—to us—has devel- 
oped into enlightenment. 

Our first contracts for origination 
and servicing were quite restrictive. 


Certainly, our thinking on servicing 


has changed considerably but our 


origination requirements are relatively 
unchanged 
Stati 


Servicers, generally, are not 


While 


sisted 


Our general policies have as- 


small thev have 


the 


the operator, 


not deterred larger correspond- 


ent’s operations. Their growth has re- 
sulted in new concepts of collection 
and reporting methods which are a 
continuing contribution to our Com- 
pany’s effort to economize wherevet 


The 


requirements 


practical modifications of serv- 


icing which have been 


most helpful to our company include 


>> Handling of all hazard insurance 
policies and renewals in the corre- 
spondent’s office. Specific provisions 


are made for this in our servicing 


contracts. We insure our total port- 


folio with errors and omission cover- 


age even though many of our corre- 
spondents have similar protection. 


>> Allowing correspondents to handle 
loss adjustments up to $200 without 
individual provided 


their own office records on such mat- 


reports to us, 


ters are properly maintained. 

>> Utilizing 

credit reporting. 
Now, there are always some trouble 


single debit and/or 


spots, and ours center primarily on 
the handling of escrow funds by cor- 
We there are 
various methods in use by investors, 
all of However. 


because we do 


respondents. realize 


which have merit. 
funds for 


that the 


have 
feel 
escrow deposit, properly identified as 


not 
new construction, we 
to our interest, is a helpful asset to a 
correspondent’s operation. This ad- 
vantage should remain with the cor- 
respondent, in our opinion. It is an 
important tool for obtaining the credit 
line necessary for his successful orig- 
ination and warehousing of loans. 

The problem is the measurement of 


bond requirement to protect our po- 


sition. With so many types of cover- 
age available, it is difficult for us to 
unalyze and properly identify our po- 
sition under a bond which may best 
suit our correspondents’ needs. There 
are so many avenues of possible in- 
volvement that we have found it ad- 
visable to obtain some direct coverage 
of our own to supplement that pro- 
vided by the correspondent. 


[he second problem has been the 
use of title insurance. Our only solu- 
tion to this has been that we will ac- 
cept only policies of companies we 
consider to have had good financial 
strength, and a history of 
and expanding operation. Exceptions 
are occasionally made on a case basis, 


successful 


to overcome operational problems. 
Chis approach is not necessarily cor- 
rect, nor is it critical of many good 
title companies. It is just impractical 
for us to approve the use of many 
different title policies when we ac- 
tually participate in a rather small 
percentage of the over-all investment 
activity in any one of our correspond- 
ent’s areas. 

['wo practices have developed in 
our correspondent system which to- 
gether supply us with extremely help- 
ful information and protection. We 
also feel that the correspondent bene- 
fits trom them. 


Che first is quarterly, or occasion- 
ally more frequent, narrative reports. 
These outline the current economic 
trends and developments in each lend- 
ing area. It is true these reports vary 
as to content, reflecting to a great de- 
gree the personality of each writer, 
but we note great improvement in 
the assembly of important informa- 
We 


corre- 


continue. 
from the 


tion as the 
this 
spondent’s review of past reports to 


reports 
found resulted 
supplement and adjust them to cur- 
rent situations. A picture story of the 
area activity begins to evolve, as well 


awareness of the degree and 


as an 
amount of each individual corre- 
spondent’s contribution. 

Our correspondents always react 


favorably to these reports, because 
they help both of us to measure the 
problems to be overcome in effecting 
the investment of the funds we have 
allocated. Both the correspondent and 
investor already know the degree of 
effectiveness in past origination and 
This, and 


servicing by the record. 


not the 


report data, is the allocation 
measure. 

The second practice referred to is 
the level service fee. This was adopted 
the start of our 
program. Its 


and refined at cor- 
respondent expansion 
benefits to both correspondent and 
investor are more apparent each year. 
It will become increasingly advan- 
our investment 


tageous as mortgage 


continues to with a resulting 


faster return of principal in future 


grow, 


years. 

Ou 
a formula into which is inserted the 
loan detail to develop a constant fee. 
Such total fees, if paid to maturity, 
equal the fees as computed individ- 
ually on a declining principal bal- 
If a loan is paid off before 


level service fee is derived by 


ance. 
maturity, an adjustment formula al- 
lows for payment to the correspond- 
ent of the difference that he would 
have received during the loan period 
on the commonly used declining bal- 


ance basis. 
The benefits are: 
1. A leveling of income to cor- 
respondents, even those with 
decreasing accounts. 


Possible tax advantage to cor- 
respondents. 

}. Fair compensation for work 
involved, regardless of age of 


loan. 


FHA 
VA 





+. Incentive for correspondents 
to maintain good collection 
policy and actively service ac- 
counts to full payoff. 

». Assurance to investor of good 
servicing, even to run-off of 
investment. 

6. Investor is protected against 
yield though an- 
other servicer were appointed 


loss, even 
where unforeseen develop- 
ments had incapacitated an 
existing operation. 
Do we, as an investor, find some 
shortcomings with correspondents? 
“Yes’’—in some scattered instances. 
As an investor, we want to provide 
service to our correspondents. This 
cannot be done when 
1. Submission material is not 
complete. 

2. No explanation is made of 
submission information which 
the correspondent knows will 
be questioned because it does 
not meet underwriting re- 
quirements. 

3. Commitments expire without 
notification of disposition 

from the correspondent. 
+. Delinquent items are not re- 
ported immediately, with rec- 
omendations for necessary ac- 
tion. 
Finally—our correspondents are do- 
ing a wonderful job. Are yours? 


MORTGAGE FINANCING 


Conventional 


NATIONWIDE 


FITZGERALD, REED & BISCO 


554 FIFTH AVE., NEW YORK 36» 


Circle 5-2115 


Inquiries invited 
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of the Correspondent 


Loans Produced Take Only a 


Fourth of Your Time 


[I MAY be presumptuous for any 
one in the correspondent field to 
that many bankers 
may not be measuring up to the 
opportunity offered in this most in- 
are 


suggest mortgage 


teresting sector of business nor 
we always discharging our responsi- 
bility in a manner that creates in- 
creasing confidence in the correspond- 
ent. 

Most lending institutions take on a 
loan correspondent with the hope he 
will ably represent them in his terri- 
tory, securing loans of the type and 
in the quantity desired by the lender. 

They expect him to keep them in- 
formed of business conditions in his 
territory, advise them on such items 
as vacancy factors, employment, com- 
petitive lending practices, neighbor- 
hood trends, etc. 

He is expected to have a sound 
business organization with personnel 
trained in the production of new 
loans, in rewriting existing loans, in 
proper appraisal practices and in loan 
submissions. 

He is assumed to be an expert at 
Most 


sensitive 


public relations. life insurance 


companies are to criticism, 
particularly actions on the part of a 
correspondent which may appear 
thoughtless. Sometimes it is neces- 
sary to go to considerable trouble and 
expense to reject an obviously un- 
suitable loan from a policy holder in 
order to save face for the insurance 
company 

Then, too, the correspondent is ex- 
pected to check carefully each hazard 
policy—see that taxes and assessments 
are paid promptly, and, as necessary, 


be in personal contact with trouble- 
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Startling—but undoubtedly true for most 
mortgage bankers. The remainder is spent on 
handling the many other duties which correspondents 
have for their principals and reflects the extent 
to which originators have expanded their 


organizations to properly serve 


these investors. 


By GEORGE W. ELKINS 


President, George Elkins Company, Beverly Hills, Cal. 


some borrowers to more intelligently 
determine recommendations to be 
made to the lending institution. 

He is expected to personally inspect 
the real estate securing each loan at 
least once a year and to keep his 
lenders advised of any adverse con- 
ditions affecting their security. 

The mortgage banker is expected, 
in his contact with the life insurance 
company, to give diligent attention to 
all these and many more items for the 
entire life of the loan. He must have 
available the qualified personnel to do 
each of these things and he must be 
on hand to guide and direct the busi- 
ness. 

In conventional lending, with the 


increasing competition from banks, 
savings and loan associations—not to 
mention other mortgage bankers — 


life insurance companies expect us to 
soundly place their funds, to provide 
not only for the runoff but to enable 
the portfolio to expand as the com- 
panies’ resources increase. 

While this production of added busi- 
ness is of vital importance to the 
mortgage banker if his servicing vol- 
ume is to grow, it does impose on him 


the necessity of employing more solici- 
tors, more appraisers, more proces- 
sors than are necessary to handle the 
business actually closed. Familiar to 
all of us are the applications we do 
not secure yet on which much time 
is spent—or having secured cannot 
be closed for any one of a hundred 
reasons. 

Most mortgage bankers, if they 
carefully analyze their operation, will 
find the loans actually produced take 
not over one fourth of their time. 
The balance is spent in their many 
other duties to their lenders. 

To those mortgage bankers who 
take their obligations seriously—and 
that includes most of us— it is of 
prime importance to remember in 
these days of few premiums for loans 
to reimburse us for the very real costs 
of producing them, that we are de- 
pendent on the income from mort- 
gage servicing to carry our produc- 
tion deficit, to carry the servicing ex- 
pense and to produce some profit. 

It has yet to be demonstrated that 
hard times—recession, or call it what 
will—have been banished from 
We may well find 


you 
our business scene 


ourselves in a period of prolonged 
business decline where the emphasis 
in mortgage banking will have to be 
on servicing and working with the 
borrower. Make some calculations as 
to the expense involved if 5 per cent 
of our loans came into this category. 
The answer is startling. If we take 
seriously our contractual obligations 
it may cause us to be even more cer- 
tain those loans we agree to service 
for their duration are well chosen. 

But these responsibilities, sizeable 
as they certainly are, must have some 
real compensating factors else none 
of us would venture into mortgage 
banking. 

To the mortgage banker who has 
progressed beyond the insured loan 
and a collection service, it offers 
fascinating opportunities in working 
with borrowers and lenders alike to 
put together the financing that makes 
possible the new commercial, indus- 
trial developments that are so vitally 
important to our national well being. 


These are the firms to whom in- 
formed developers, borrowers and 
often times lenders turn for advice 
and guidance on lease terrns—proper 
neighbors—and localities. 

The fact that the mortgage banker 
has the confidence of very large fi- 
nancial institutions—life insurance 
companies being among the largest— 
gives him a definite prestige in his 
community and when the lending in- 
stitution has selected wisely the pres- 
tige is deserved. 

The mortgage banker is always 
building for the future. Business is 
developed with the hope and expec- 
tation it will bring future profits. 
Borrowers properly treated become 
friends and clients eager to continue 
their business association. 

Ours is a business that offers con- 
siderable stability of income, per- 
manence of relationships with our 
lenders, a satisfactory growth pattern 
and the opportunity to develop a busi- 
ness with real continuity value. 


Lack of Communication Means Trouble 


A life company official crosses over into the correspondent 
section to say that plain lack of contact can be serious. 
By STUART FAGAN 


Vice President and Treasurer, California-Western States 
Life Insurance Company, Sacramento 


NE of the most important areas 
O in the investor-correspondent re- 
lationship—and at the same time one 
of the most neglected —is that of 
communications, the simple process of 
transmitting necessary information 
back and forth. The mortgage loan 
industry is one which is constantly 
beset with changing conditions, eco- 
nomic, political and financial, and 
these changes inevitably have their 
effect on the investor’s policies and 
on the correspondent’s operation. 

Investors have been accused of 
changing their lending policies with 
the frequency with which women 
change their hats. This, however, 
should not be an indictment inasmuch 
as the very nature of the business is 
such that the investor must change 
his sights from time to time so far as 
rate, type of loan, volume of busi- 
ness and such are concerned. A real 
complaint is justified, however, if the 
correspondent is not kept fully and 
promptly informed of the investor’s 
changes in lending policy. 

On the other side of the picture, 


most correspondents could do a bet- 
ter job of keeping their investors in- 
formed about conditions existing in 
the areas in which they do business 


and which might have a vital bearing 
on the investor’s lending policy. In 
many respects the correspondent falls 
down on his selling job after he has 
made a firm connection with an in- 
vestor. It seems to me that he should 
be continuously alert to the oppor- 
tunity of selling the investor on the 
potential of his area, on the attrac- 
tiveness of loans generally in the area 
and on his ability to produce the kind 
of business which will meet with the 
investor’s lending policies. In_ this 
connection he would be well advised 
to inform his investor frequently of 
local economic conditions, current 
status of the construction industry in 
his locality, changes in cost of con- 
struction, changes in cost of both raw 
and subdivided land, and the compe- 
titive picture with respect not only to 
rate but with respect also to avail- 
ability of funds from other sources 
and the like. He also should discuss 
the probability of his being able to 
produce a satisfactory volume of busi- 
ness within the framework of the in- 
vestor’s most current expression of 
lending policies. 

The investor-correspondent rela- 
tionship is a two-way street. Both 
parties derive benefits from the asso- 
ciation to the extent that they con- 
tribute to it. Adequate communica- 
tion is fundamental in maintaining a 
continuous and mutually satisfactory 
relationship by keeping one another 
informed of problems, intentions, poli- 
cies and prospects. 
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{ department sponsored by the Association's 
Young Men’s Activities Committee, 
George C. Dickerson, Jacksonville, Florida, Chairman. 


How About a PRIVATE 
INVESTMENT DEPARTMENT? 





This Company has set up one and maybe 


| ig many times have vou in the future development of the mortgage 


turned down what you consid- 


_ business others will do the same thing and eventually 
ered to be a good mortgage when ‘ 


it did not fit the pattern of your in- . . 
< this phase of mortgage lending will again be of 


stitutional investors 


How many times have you or your real im portance. It was of some um portance 
issociates been contacted by _ indi- 
viduals or trustees about the possi- in the past when individuals represented 


bility of investing in mortgages? 


[f you are like most companies, the a market of no little consequence. 


answer to both of these questions 


would be “many times.” But still, 
month after month, year after year. 
we keep turning down good loans and _ the case in most all new ventures, we majority of them, it makes more 
pushing those aside who want to in- made errors. We have now profited sense. We are constantly trying to 
vest. Our company was no exception. by them and feel that even though it — sell them on the idea that loans are 
Yes, we had put a slight emphasis on is comparatively small, this depart- satisfied, on the average, considerably 


it on several occasions; but, each time ment has a permanent place in our in advance of maturity. Bemg unable 
it failed because it was treated strictly structure. If you would be interested to convince most of them, we sug- 


as a sideline. We, however, did grad- in organizing such a department we gest that the term be from five to 
ually recognize the need and created may be able to prevent you from hav- ten years and only in rare instances 
1 Private Investment Department. In ing our stumbling blocks. We can __ longer. 

a department specializing in this type give you, generally, our impression Interest seems to be of secondary 
of investment, we not only could add of what goes to make up a good Pri- importance. We attempt to get 2 to 
to our profit but would be performing vate Investment Department. | per cent higher than the going in- 
1 service to the community. We We were surprised to find that  stitutional rate. It is not feasible to 
would be making available invest- term of the loan seemed to be of pri- go into the underwriting of these 
ments, properly underwritten, to give — mary importance to our investors. loans; but, the increased rate is pos- 
more diversification [his sounds very peculiar but when _ sible because the loans do not fit the 


We started out slowly; and, as is you consider the advanced age of the — pattern prescribed by institutional in- 


By L. K. HORN 





Secretary-Treasurer, Lon Worth Crow Company, Miami 
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vestors. This, however, does not mean 


that the loans are risky. As a matter 
of fact, private investors should be 
given just as complete appraisals, etc. 
other in- 


as would be furnished to 


vestors. These mortgages are the ones 
that would be considered as border- 
line cases for institutional investors. 
We do not consider properties which 
are extremely old or those which are 
in poor locations. It was hard to get 
that this 


was not a catch-all department. We 


across to our underwriters 
had to convince them that we could 
not throw all underwriting to the 
wind simply because we were making 


the loan for an individual. 


They Stick To Commercial Loans 
With About $25,000 Minimum 


The amount of loan and credit of 
the borrower seem to be in third and 
fourth positions in importance. If you 
have a favorable interest rate for a 
short term, the private investor is not 
too worried about the credit as long as 
the amount of loan is not too far out 
of line. Normally we will not exceed 
50 per cent of our appraised value 
on commercial loans. Originally we 
made loans on residential properties 
but found that we could not compete 
so we withdrew from the market. En- 
into the 
the errors 
stick to 
and usually will not consider 


thing less than $25,000. 


trance residential field was 


one of referred to above. 
loans 


any- 


Now we commercial 


If you have the same experience as 
we have had, acquiring investors will 
be a fairly simple process. Undoubt- 
edly you will find more investors than 
mortgages. We have always been able 
to sell a good soundly underwritten 
mortgage. 

Usually the investor looks at the 
property as if he or she were going 
This being the 
and appeal of the 


to buy it. case, the 


condition eye 


A 


DIRECTORY OF AMERICAN 


SAVINGS & LOAN ASSOCIATIONS 


1959-60 ISSUE 


Only complete directory of Savings and Loan Associa- 
tions covering all 48 states and the District of Colum- 
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sociation, location, key officials, assets, memberships in 
Federal agencies. 292 page cloth bound volume. $25. 
postpaid. Sample pages on request. 


T. K. SANDERSON ORGANIZATION 
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property are extremely important. In 
the majority of cases, the investor will 
rely on your integrity and judgment; 
but infrequently you will have very 
astute investors requesting many ol 


the same things that are required by 


your institutional investors. 
We that it 


pay to attempt to sell a loan before 


have found does not 


it is closed. Our suggestion is to make 


the loan with your own funds and 


sell on a take-it-or-leave-it basis. It 
is next to impossible to get mortgagor 
and mortgagee to agree on terms, etc. 


im- 


Try maintaining an inventory 
mediately available. Make the sale 
while the prospect is in the right 


frame of mind. 

The matter of service fee, of course, 
This figure 
is determined by the net amount of 


is of prime importance. 


interest that is acceptable to your in- 
We have found that only in 
than % of 


vestor. 
rare instances can more 
| per cent be collected. Since we or- 
dinarily cannot get more, it is obvious 
that you must keep the number of 
investors to a minimum and attempt 
to make each as large as possible. We 
rule as to 
but 
size up the 


have no cut and dried 
whether to accept an 
we more ol 
potentiality. If he 


money, will probably make additional 


investor; 
less try to 
appears to have 
investments and his demands are rea- 
sonable, we may go along with him 





little as 
however, we 


if he wants to invest as 
$25,000. Normally, 
would like to have an account started 
with at least $50,000. This does not 
mean that we have no investors with 
lesser portfolios; but we are calling it 
to your attention as this was another 
one of the are trying to 
rectify. It is and 
make mortgages for one of these small 


errors we 
harder to service 
investors, and much less profitable, 
than it is for a larger one. 


Department Not Easy Because Takes 
Time To Cultivate The Investors 


All in all, this department has not 
been a sizable factor in our operation. 
We do, however, consider it a worth- 
while project. It cannot be handled 
by an already over busy mortgage 
producer. It takes time and effort 
to promote the investors. The mort- 
gages can be made by the producers, 
but they should not be held respon- 
sible for securing the investors or 
handling the day-to-day problems 
with them. The selling job and pro- 
motion of investors of this type could 
possibly come under your Servicing 
Department. 

Before consideration is given to 
selling this type of investment, con- 
fer with your legal counsel to deter- 
with the Securities 
and Exchange Commission. 


mine the status 


Always in FOCUS 


... with those in mortgage 
banking and the entire 
building industry. Ask our 
representative how we may 
best serve your needs. 


ZS 


years of dependable service . 
to our agents . 









QUSTON FIRE sno CASUALTY INSURANCE CO. 
ENERAL INSURANCE CORPORATION 


MAIN OFFICE . FORT WORTH, TEXAS 


200 E. 25th St. Annex Baltimore 18, Md. 
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Servicing Tips from the Top : 


4 monthly department about Mortgage Loan Servicing 
Dwire, Citizens Mortgage Corp., 
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How We Cut Delinquencies 


Exactly five years ago, in the April 
1954 issue of The Mortgage Banker, 
an article, How We Cut Delinquen- 


cies, outlined the procedure followed 


by our company in reducing total 
delinquencies from 3.05 per cent to 
+2 per cent in just one year. Now, 


five years later, it is interesting to 
note that a continuation of the same 
program described in this article has 
resulted, for practical purposes, in a 
virtual elimination of delinquencies. 
See comparison of 
Other 


which adopted, in general, the pro- 


delinquency 
chart mortgage companies 
cedures outlined in April 1954 have 
likewise achieved spectacular results. 
Because servicing is the subject of so 
much discussion at this time, it might 
briefly the 
few simple rules which make a mini- 


be appropriate to review 


mum delinquency record so easy: 


>> Destroy all 


which 


letters and notices 


refer directly or indirectly to 
any penalty or late charge made afte: 
the 15th of the 


still some 


month. There are 


well-meaning mortgage 
bankers who spend more time and 
effort selling the 15th instead of the 
Ist as the make 


date to mortgage 


pay ments. 


Vortgage delinquencies continue to be no serious 


problem — MBA’s latest nationwide survey shows loan 


delinquency nation-wide of only 2.18 per cent. 


But unless we're really in a “New Era,” they will 


be more of a problem sometime in the future. Here’s 


one set of suggestions on the matter. On the 


next page is another idea. 


By LON WORTH CROW, JR. 


President, Lon Worth Crow Company, Miami 


>> Instruct your closing attorney 
15th, but in- 
stead to impress the Ist as the due 


never to mention the 
date. 

>> Mail out delinquency notices 
on the 10th, and advise that payment 
due on the Ist and has 
since the Ist. Do not 
the 15th or a penalty 
Always sell the Ist as the 


was been 
delinquent 
mention 
amount. 
due date. 
>> Adopt a firm policy of return- 
ing all after the 
15th for inclusion of the late charge. 
The first time a payment is received 
after the 15th, send a gracious letter, 
in duplicate, to the borrower advising 
of the penalty charge, but waive the 


payments received 


late charge due to possible misun- 
derstanding, and request that he sign 
the copy and return in order to con- 
firm his understanding of future late 
charges. 

>> Start using the telephone after 
the 15th, and maintain a permanent 
card record on each loan for all con- 
tacts. If a borrower pays a late charge 
three consecutive months, start using 
the telephone on these borrowers after 
the Ist of the following month. 

>> Without fail, contact a 
borrower if his first payment has not 
been received by the 5th of the 
month. Let him understand from the 
beginning that his payments are due 
on the Ist of each month and that 


new 





January 31, 1953 
30 60 90 


Loans No. | Davs Days Days Total 





FHA 2192, 38 6 0 | 44 
VA 2468 86 18 5 109 
Conv 613 8 0 0 8 
POTAL 15973 | 132 | 24 | 5 | 161 
7 250' 46 .09 3.05 


January 31, 1954 


30 60 90 


% | No. Days Days Days Total 
2.01 || 2484, 3 0 0 3 
4.41|| 2603 20 0 2 | 22 
1.31), 803; 0 0 0 0 
3.05 || 5890; 23 0 2 25 


39 | 00 03 | .42 


Ld 


at 


84 
.00 
42 


Jan. 31, 1958 Jan. 31, 1959 


30 30 
No. Days 9% | No. Days) % 
3058; 2 |.063||3362) O |.00 
2447, 1 | .041|/2362| 3 |.13 
1827, 1 | .055|/2165 > 1 |.046 
7232 054 | 7889) 4 | .051 
a) 


.054 051 
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you expect him to make them when 
due. 

We have no outside collectors. We 
have one employee who spends 75 per 
cent of her time and one employee 
who spends 10 per cent of her time 
on collections. An average of 88 per 


cent of all payments are received 
before the 10th of the month. In 
the chart for 1958 and 1959, the 


month of January was used to con- 
form with the same month used in 
1953 and 1954. Actually, on Decem- 
ber 31, 1958, in spite of the Christ- 
mas holidays and the Eastern Air 
Lines strike, there was one payment 
due and unpaid. And on February 
28, there were three payments due 
and unpaid. 


The facts prove that our program 


has worked for us, as well as for 
others; and it can work for you if 
you honestly want to reduce delin- 
quencies. Only by mortgage bankers 
realizing that there is a difference be- 
“servicing” a mortgage and 
“collecting” mortgage payments can 


tween 


the “irreducible minimum”’ of delin- 
quencies be made the standard of any 
mortgage investment portfolio that 
carries the trade mark, “Serviced by a 
Mortgage Banker.” 

(A condensation of a speech made 
before the Mortgage Bankers Asso- 
ciation of The Carolinas on Febru- 
ary 20, 1959. Copies of the brochure, 
‘““Here’s How We Do It,” setting forth 
notices, etc., used are 


form letters, 


available upon request. ) 


No Sure Cure For Chronic Delinquent 


But this Company found that the idea that has worked better 


than almost any other is to “turn the file over to the law depart- 


ment” 


that usually gets results in a hurry. 


By S. H. DOLLEY 


Vice President, Winter Mortgage Company, Los Angeles 


T IS probably safe to say there is 
no long-range cure for chronic 
delinquents. The best that we can do 
is to at least temporarily show these 
chronic delinquents that positive cor- 
rective action will be taken on their 
account unless it is fully reinstated. 
We maintain a definite system for 
classifying our chronic delinquents. 
When a person has been one or two 
installments delinquent for several 
months, we send him a so-called “ed- 
ucational” letter. In it, we point out 
the advantages of maintaining a good 
and the necessity 
for having local credit references. At 


credit reputation 
the same time we indicate that any 
late charge is an additional expense 
that amounts to a good deal of money 
if permitted to go on month after 
month. 

If the educational letter fails, we 
advise the borrower, when he is again 
almost two installments delinquent, 
that we have been instructed to “turn 
the file over to the law department” 
unless the account is fully reinstated 
within seven days. On that letter we 


show a copy having gone to the “Law 
I think this letter 
probably cured more chronic delin- 
than any written 
dium. Naturally it cannot be repeated 
month after month, but when 


sparingly it seems to show that we 


Department”. has 


quents other me- 


used 


mean to act on the particular case. 
When we speak to the borrower, we 
often indicate that “the file is 
with the Law Department, and I will 


now 


have to discuss with them any re- 
payment plan.” The idea that there 
is a law department that is acting 
on their delinquency has reinstated 
many a poor account. 





Educate Borrower 
By E. M. MURPHY 


Collection Supervisor, 
Equitable Life Insurance 
Company of lowa, Des Moines 

F YOUR borrowers are educated 

you are undoubtedly having very 
few servicing and collection problems. 
Experience has shown that a great 
percentage of the servicing and col- 
lection problems are due to a lack of 
understanding on the part of the 
borrowers. 

A mortgage loan is a very mysteri- 
ous and complicated transaction to 
the average borrower. He realizes that 
he must sign some papers to get his 
new home but he has only a vague 
idea of his rights and obligations. It 
is up to you to educate your bor- 
rowers so that they will understand 
their rights and obligations. 

The question that immediately 
comes to mind is “What is the best 
method of educating borrowers”? The 
answer will vary somewhat from one 
office to another; but, generally, it 
will be the method that produces the 
best results with a minimum of time 
and expense to your company. 

The education should begin when 
Some companies 
instruction 


the loan is closed. 
have prepared printed 
booklets which are given to the bor- 
rowers and others have used typed 
statements; however, the form of the 
(Continued on next page 
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Raymond A. Mulhern President New Jersey MBA 


Raymond A. Mulhern, vice presi- 
dent of Underwood Mortgage & Title 
Company of Irvington, New Jersey 
was named president of the New Jfer- 
sey MBA at their annual meeting 
Other officers named were Charles | 
Horn, vice president, National State 
Bank, Newark, first vice president 
Robert E. Scott, president, R. E 
Scott Mortgage Company, Elizabeth, 
second vice president; and Robert G 


Guempel, assistant vice president, Jer- 
sey Mortgage Company, treasurer 
MBA President Walter (¢ Nelson 
made the principal address at the 
meeting Above, Messrs. Guempel, 


Scott, Nelson, Mulhern and Horn 
Governors elected for terms expir- 
ing in 1962 were Paul J. Dutko, vice 
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president, Bankers Mortgage Com- 
pany, Paterson; Samuel Farb, assist- 
ant vice president, Nutley Mortgage 
& Title Guaranty Company, Nutley; 
Frank C. Taylor, city mortgage man- 
ager, Mutual Benefit Life Insurance 
Company, Newark, and Elliot W 
Sparkes, second vice president, Fidel- 
ity Union Trust Company, Newark. 

Governors named for terms expir- 
ing in 1961 were Murray Forbes, vice 
president, The Howard Savings In- 
stitution, Newark, and David T. Sav- 
age, executive vice president, South 
Jersey Mortgage Company, Camden. 

For the fourth straight year, the 
Educational Foundation of the New 
Jersey MBA distributed two scholar- 
ships of $500 each. This year they 





were awarded to Bruce Bengtson of 


Worcester, Massachusetts, attending 
Upsala College, Newark, and Karl 
Siemon of Maplewood, New Jersey, 
attending Rutgers University (see 
photo belou 


EDUCATE BORROWER 
Continued from page 41 


statement is not as important as the 
manner of presentation. The instruc- 
tions should be clear and precise and 
in words that the average borrower 
will understand. The instructions 
should explain such items as total 
monthly payment, hazard insurance 
requirements, maintenance of the 
mortgaged property, when payments 
are due, what can happen if the loan 
becomes delinquent, the reason for 
and the operations of the escrow ac- 
count, how increased taxes or insur- 
ance premiums will affect the total 
monthly payment, etc. 


It is not sufficient to hand the bor- 
rower a printed or typed form and 
consider your job accomplished. You 
must be certain that the borrower 
reads the instructions and that he un- 
derstands what he has read. The only 
way that you can be sure that you 
are accomplishing your purpose is to 
sit down with the borrower and dis- 
cuss each item. In your personal 
contact with him impress upon him 
the fact that you are available to help 
him if he has any problems with his 
mortgage. Many serious delinquen- 
cies could have been avoided if the 
borrower had felt free to come in 
and discuss the situation at the time 
his financial difficulties first occurred. 

During your personal contact, you 
should also advise him of the various 
services which your company has 
available, such as insurance, real 
estate sales, property management, 
etc. This information could also be 
included, in a prominent place, on 
the printed or typed instruction ma- 
terial. If you do a good job of sell- 
ing your company and its services, 
your new borrower will undoubtedly 
be a source of additional business at 
some future time. 


A properly educated borrower will 
reduce your servicing costs, reduce 
your delinquencies and increase the 
sales of your company. In othe 
words, an educated borrower is a 
profitable borrower. 





O. B. Carr Elected President Palm Beach MBA 





Palm Beach County Florida MBA 
elected new officers at their annual 
meeting. Left to right, seated, out- 
going president Edward T. Harga- 
don, vice president, W. G. Mathes, 
Inc.; president of the Mortgage Bank- 
ers Association of Florida Walter 
Tucker, Jr., vice president, Tucker & 
Branham, Inc.; president O. B. Carr, 


Anderson & Carr, Inc.; 
standing, Donald Wood, 
Nathaniel J. 


Anderson 


president 
director: 
Orr, secretary-treasurer, 
secretary, & Carr, Inc.; 
William Herbert 


Sayles, vice president. Director Louis 


Orrison, director; 


Moody, manager, Studwell & Hollen- 


beck, Inc. was absent. 


President Nelson Addresses Arizona MBA Meet 





At the Arizona MBA meeting in 
Phoenix, President Walter C. Nelson; 
Brandt, Jr., president, 
MBA, Robert S. 
Vaughan, program chairman, Law- 
yers Title of Phoenix; John W. Blun- 
dell, 
Mortgage Company, Phoenix. 


George V. 


Arizona Tucson; 


secretary, Western American 


Chicago MBA Sponsors 


Educational Seminar 


Chicago MBA had a highly favor- 
able when it 
sponsored for the first time a meeting 
the fashion of MBA’s 


experience last year 


arranged after 


cd 


& 





West 


senior executives conference and this 
year has announced a repeat 
formance. Its Seminar will be jointly 
sponsored by the School of Business 
of the University of Chicago and the 
Association. Date is May 24. 
Registration is limited, according to 
John R. Womer, 
Great Lakes Mortgage Corporation, 
and Chairman of the Seminar Com- 
mittee. Other members are James D. 


per- 


vice president of 


Green, vice president, Northern Trust 
Company; John W. McBrady, execu- 
tive vice president, Republic Realty 
Mortgage Corporation; Laurence H. 


Cleland, vice president, Baird and 
Warner, Inc.; Edward W. Asmus, 
vice president, Pullman Trust and 


Savings Bank: Alvin G. Behnke, vice 
Greenebaum Mortgage 
Marshall D. Ketchum, 
University of 


president, 
Company; 
professor of finance, 
Chicago; and Michael Gort, director 
of seminar, associate professor of fi- 


nance, University of Chicago. The 
program will include: 
“The Business Outlook”—John K. 


Langum, professor of business admin- 
istration, Indiana University, and 
former vice president of Federal Re- 
serve Bank of Chicago. 

“The Outlook for the Money Mar- 
kets” —Beryl W. Sprinkel, economist, 
Harris Trust & Savings Bank, former 
advisor on monetary and fiscal poli- 
cies to the board of governors of the 


Federal Reserve System and_ the 
Treasury. 

“The Role of Pension Funds in 
the Mortgage Market”—Roger F. 


Murray, professor of banking and fi- 
nance, Columbia University. 
“The Future Role of Savings and 


Loan Associations in the Chicago 
Mortgage Market”—Lynn A. Stiles, 
economist, Federal Reserve Bank of 


Chicago. 

“Perspectives on Exploding Metro- 
politan Chicago”—Philip M. Hauser, 
chairman, Department of Sociology, 
University of Chicago. 

“The Location of Industrial Sites 
in Chicago”—Harold Melvin Mayer, 
professor of geography, University of 
Chicago, and currently consultant, 
City of Chicago Department of City 
Planning and Cleveland City Plan- 
ning Commission. 

“The Growth of Metropolitan Chi- 
cago and the Demand for Housing” 
Ezra Solomon, professor of finance, 
University of Chicago. 
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California 
MBA Meets 


This the California MBA 


managed very well in upholding the 


yeal 


record set in the three previous years 


by sponsoring one of the most impor- 


tant mortgage meetings held any- 
where. This year the group went to 
Coronado, California, for its 4th an- 


nual convention which extended over 
+t days. The correspondent-investo1 
relationship, the position of the mort- 
the the 


eve of the anticipated busy 60’s, and 


gage banker in economy on 
problems of servicing largely occupied 
the convention discussion, but prob- 
lems especially important to the area 
also were on the agenda—such as the 
role of the State in the space age, the 
subject of an address by Charles F 


Horn, Rear Adm., USN (Ret 


now vice president of General Dy- 


and 


namics Corporation 


For diversion, there was a full-scale 
golf 


and a 


ladies, a big 
Mexico 


complete schedule of committee meet- 


program for the 


tournament, trips to 


ings in every respect it was a re- 
gional convention set up and ex- 
ecuted exactly like an annual MBA 


meeting 


Richard C 


Larson Investment Company 


Larson, president, C. A. 
Beverly 


Hills, was elected president to suc- 


ceed Roger Olson, vice president, 
East Bay Mortgage Service, Inc.. 
Oakland 

Silas O. Payne, vice president, 


Marble Mortgage Company, San 


Fran isco, was elec ted vice president; 


Hal Whittle, vice president, H. F 
Whittle Investment Company, Los 
Angeles, was elected secretary and 


A. G. Cummings, vice president, E. S. 


Merriman & Sons, San Francisco. 
was elected treasuret 

Elected directors were R. C. Ed- 
monds, vice president, Riverside 


County Mortgage & Loan Company, 
Riverside; Harold Leavey, vice presi- 
dent and counsel, California Western 
States Life Insurance Company, Sac- 
ramento; Malin Burnham, vice presi- 
dent, John Burnham & Company, 
San Diego; Mr. Olson; Joseph R. 
Jones, vice president, Security First 
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Richard C. Larson, newly elected president of California MBA takes over from Roger C. 
Olson, retiring president. The golf tournament is an important feature of California MBA 
meetings and someone has to win it, and this year—who else ?—but MBA President Walter 
C. Nelson. He gets the trophy from Robert L. Black of the Palomar Mortgage Company. 


National Bank, Los Angeles: Frank 
Ely, vice president, Western Mort- 
gage Corporation, Los Angeles; D. C. 
Sutherland, vice president, Bank of 
America, N.T. & S.A., San Fran- 
cisco; C. W. Courtney, president, 
General Mortgage Company, Bakers- 
field; H. D. Edelen, Northwestern 
Mutual Life Insurance Company, San 
Francisco and George Gummerson, 
vice president, Title Insurance and 
Trust Company, Los Angeles. 

Honorary directors named were 
Urban Wilde, Coldwell Banker & 
Company, Los Angeles and Willis R. 
Bryant, Bryant- Johnson Mortgage 
Company, San Francisco. 


In his address to the California 
MBA group, President Walter C. Nel- 
son again turned to the theme he has 
emphasized in many speeches over 
the country, namely, that the time is 
here for an honest and searching ap- 
praisal of national spending prac- 
tices if we are to avoid disastrous in- 
flation. Principally, however, his Cali- 
fornia message concerned the progress 
of the mortgage industry within re- 
cent times, the strides it has made and 
the growth it has recorded. He 
sounded a warning that to retain the 
progress which has been achieved, 
continued diligence in all areas of 
the industry are mandatory. 


ve 











City of Roses in Oregon Jubilee 
Year Scene of Next MBA Meeting 


in MBA’s schedule, the Associa- 
tion will go to Portland, Oregon, for 
its Western Mortgage Conference on 
May 25 and 26—the first time a ma- 
jor meeting has been held in that city. 
It will be immediately prior to some 
important events in Portland, includ- 
ing its famous Rose Festival in early 
June which itself signals the opening 
of Oregon’s Centennial observance. 


Ro the 1959 West Coast offering 


Among the speakers who will ad- 
dress this MBA Western Mortgage 


Conference are: 


Walter Williams Franklin White 





Mrs. Mary Cleverley C. F. Daniels 


Walter C. Nelson, MBA President, 
speaking on “A Mid-Year Review of 
the Mortgage Picture.” 

W. Walter Williams, chairman of 
Continental, Inc., Seattle, and former 
under-secretary of Commerce, speak- 
ing on ‘“‘Ingredients of Economic 
Growth and Stability.” 

Douglas Lowell, president, Douglas 
Lowell, Inc., Portland, speaking on 
“What a Builder Expects of a Mort- 
gage Banker.” 

Ben H. Hazen, president, Benjamin 
Franklin Federal Savings and Loan 
Association, Portland, speaking on 
“What Causes Housing Crises.” 

One afternoon is being devoted to 
Workshop Sessions similar to those 
offered so successfully at the Southern 
Mortgage Conference in Memphis. 
The first session is devoted to “The 





Appraisal Data Files a Mortgage 
Banker Should Maintain” and the 
host is Albert A. Buchner, vice presi- 
dent, Commonwealth, Inc., Portland. 
Co-moderators are Robert A. Hoff- 
man, manager of mortgages and real 
estate, Home Life Insurance Com- 
pany, New York, and Ben Smith, Jr., 
vice president, Seattle Mortgage 
Company, Seattle. 

The second session is devoted to 
“Solving Servicing Problems” and the 
host is James F. Kavanagh, first vice 
president, Dean Vincent, Inc., Port- 
land. Co-moderators are William 
Nicholson, assistant treasurer, Carroll 
Mortgage Company, Seattle, and 
Mrs. Driscilla Dennis, assistant treas- 
urer, Commonwealth, Inc., Portland, 
Ore. 

The third session is devoted to 
“The Operation of a Real Estate De- 
partment in a Mortgage Office” and 
the host is Douglas D. McIver, vice 
president, Commerce Investment, 
Inc., Portland. 

The Young Men’s Activities Com- 
mittee is sponsoring a breakfast meet- 
ing where a young man’s view of the 
mortgage industry will be featured. 
Sheffield Phelps, vice president, Se- 
curities Mortgage Company, Seattle, 
will preside, and the moderator will 








On the régenda 


be John E. Austin, vice president, Se- 
curities-Intermountain, Inc., Spokane. 

Another conference session will look 
into the “New Opportunities in FHA 
for Mortgage Bankers” with MBA 
General Counsel, Samuel E. Neel, 
moderator. Speakers will include Mrs. 
Mary Cleverley, formerly assistant for 
elderly housing, FHA, and now with 
HHFA, Washington, D. C.; C. Frank- 
lin Daniels, special assistant for urban 
renewal, FHA, Washington, D. C.; 
and Edwin G. Callahan, deputy di- 
rector, legal division, FHA, Wash- 


ington, D. C. 








Samuel Neel 


E. G. Callahan 


Just as at all MBA functions, it 
won’t be all work. The local mem- 
bership in the area has provided some 
interesting events to supplement the 
business side of the Conference. The 
Portland meeting has an additional 
lure—namely, the opportunity to see 
one of the most spectacular parts of 
the country at a particularly advan- 
tageous time. And, as mentioned be- 
fore, the State is celebrating its 100th 


anniversary this year. 





51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 


we urge you to consult us. 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 
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Servicing 
Clinic In 
Pittsburgh 


No one has suggested that the tail 
has begun to wag the dog but, judg- 
ing from the ever-increasing interest 
in better, more efhe ient and more eco- 
nomical servicing, it is becoming evi- 
dent that this area of the mortgage 
industry is something more than a 
tail, even a pretty big tail. Forceful 
evidence of this sharply mounting in- 
terest throughout the industry in do- 
ing a better servicing job was sup- 
plied by MBA’s first 1959 Servicing 
Clinic in Pittsburgh which drew an 
attendance of nearly 450 not too 
many less than for many of the gen- 
eral meetings The broad scope of 
what members heard is reflected by 
the fact that more than 30 partici- 
pated in the formal program 

Servicing is that side of the business 
which knows no end of change—as 
President Walter C. Nelson pointed 
out by noting that many now com- 
monly accepted developments had all 
taken place during the period of his 
own caree! such things as elimina- 
tion of pass books; retention of ab- 
stracts by the mortgage banker: re- 
tention of insurance policies and use 
of insurance certificates; single debit- 
single credit reporting and machine 
and mechanical improvements in 
posting and remitting 

Seemingly there is no end to the 
things that can be done, the new 
processes that can be created and the 
innovations that can be introduced to 
make mortgage loan servicing better 
for both investor and originator 

If you missed Pittsburgh, it doesn’t 
mean you've missed the servicing side 
of the meeting offerings for this vear. 
Los Angeles is coming up this month 
ind for the facts about what to ex- 


pect out there, go on to the next page. 


22? NEW ORLEANS MBA: New of- 
ficers are Waldo E. Francois, presi- 
dent and Newell M. Leslie, vice presi- 
dent and Stephen Cefolia, secretary- 
treasurer. Directors are John Dane 
Jr., William Collins, Roy Lassus, W. 
W. Baltar III, Claude Meyer and 


Anthony Chimento 
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ORVILLE ( NUGENT JR OWL!) a LUFF 


ae ee 


Panelists who participated in the “Standardize and Coordinate Servicing” panel discus- 
sion were Orville C. Nugent, Jr., National Life & Accident Insurance Company, Nash- 
ville; Donald A. Luff, Jay F. Zook, Inc., Cleveland; W. W. Dwire, Citizens Mortgage 
Corporation, Detroit; panel moderator A. A. Johnson, Colonial Mortgage Service Com- 
pany, Upper Darby, Pa.; Joseph L. Engleman, Mutual Life Insurance Company of New 
York, New York; L. K. Horn, Lon Worth Crow Company, Miami; Stanford Holzman, 
The Bowery Savings Bank, New York. 





MBA President Walter C. Nelson (second from left) was the luncheon speaker. Others 
who played major clinic roles included David T. Bishop (left) Donovan Company, Pitts- 
burgh, and president of Pittsburgh MBA; and (to right of President Nelson) Harry M. 
Gilbert, Federal National Mortgage Association, Washington, D. C.; local chairman of 
the Clinic, Merle O. Dugan, Mellon National Bank and Trust Company, Pittsburgh; 
John K. Benoit, Equitable Life Insurance Company of Iowa, Des Moines, chairman of 
the MBA servicing committee. 





An all-Philadelphia contingent, as it deplaned at the Pittsburgh airport. Eighteen mem- 
bers of the Philadelphia MBA traveled together as part of an “On to Pittsburgh” move- 
ment originated by their local MBA’s servicing committee to stimulate interest and more 
active participation in the meeting. Any ideas, San Francisco, Seattle, and other cities?— 
about MBA's Los Angeles Clinic we mean. 








Second Big MBA Servicing Clinic for 1959 
Is Set for Los Angeles on May 2! and 22 


Everything that’s new and makes 
for a more efficient and economical 
mortgage servicing operation will get 
critical attention at MBA’s second 
Mortgage Servicing Clinic for 1959, 
scheduled for Los Angeles May 21 
and 22. 


First session, “Standardize and Co- 
ordinate Servicing,” panel moderator 
McDonald, T. J. Bettes 
Company, Houston. Panelists are 
Fred K. Cordes, The Bowery Savings 
Bank, New York; W. W. Dwire, Citi- 
zens Mortgage Corporation, Detroit; 
John J. Lyman, Dwyer-Curlett & 
Co., Los Angeles; Howard E. Meyer, 
New York Life Insurance Company, 
New York and A. F. Potenziana, 
Mountain States Investment Corpora- 
tion, Albuquerque, New Mexico. 


The program runs like this: 


Thomas E. 


There will be round table seminars 
on insurance, escrow analysis, servic- 
ing tips and servicing during process- 
ing and closing, investor problems and 


." 





S. H. Dolley Ralph Bruneau 


accounting 
Among the 
speakers who will participate in these 


and _ tabulating 


for smalle: 


solutions 
servicers. 


sessions include: 


S. H. Dolley, Winter 


Company, Los Angeles; 


Mortgage 


A. P. Angellilo, Occidental Insur- 
ance Company of California, Los An- 
veles; 

Walter R. Clark, Pacific Mutual 
Life Insurance Company, Los An- 
geles; 


Jack R. Smith, National Life In- 
surance Company, Los Angeles; 

Stanley LeBon, Metropolitan Mort- 
gage Corporation, Los Angeles; 

Paul R. Nordquist, The Colwell 
Company, Los Angeles; 

Frank C. 


hed 


Haas, Investors Diversi- 


Services, Inc.., Minneapolis; 





Miss Betty Nolan, Guarantee Mu- 
tual Life Company, Omaha; 

Charles L. Foley, First Mortgage 
Company of Houston, Inc., Houston; 

William N. Morris, T. J. Bettes 
Company of California, Los Angeles; 

Philip N. Brownstein, Veterans Ad- 
ministration, Washington, D. C.: 


Edwin G. Callahan, Federal Hous- 
ing Administration, Washington, D.C.; 

Ralph E. Bruneau, Valley National 
Bank, Phoenix; 





W. M. Branigin T. E. McDonald 





Fred Cordes 


Willis Bryant 


M. J. Greene, Southern Trust & 
Mortgage Co., Dallas: 

William A. Branigin, Carroll Mort- 
gage Company, Seattle; 


Fred W. Klass, McMillan Mort- 


gage Co., Los Angeles; 

Bernhard W. Timm, The Marble 
Company, Pasadena, California; 

Raymond L. Davis, Jr., Murphree 
Mortgage Co., Nashville; 

James T. Hillman, Securities Mort- 
gage Company, Seattle; 

Harry M. Gilbert, Federal National 
Mortgage Association, Washington, 
5 9 #. 

Charles L. Foley, First 
Company of Houston, Inc., Houston; 

T. Paul Winter 
Company, Los Angeles; 


Mortgage 


Foster, Mortgage 


Richard M. Karns, Home Mort- 
vage & Investment Co., Oklahoma 
City; 

Willis R. Bryant, Bryant-Johnson 


Mortgage Co., San Francisco; 
W. R. Hizar, Mortgage 

ment Corporation, San Antonio; 
Philip E. Holmes, Western Mort- 

gage Corporation, Los Angeles; 
Robert Sutro, Ralph C. 


Los Angeles. 


Invest- 


Sutro Co., 


2? CENSUS COMING: This fall 
work will get under way on the resi- 
dential financing survey to be taken 
in connection with the 1960 census. 
MBA, in company with other trade 
associations, will be cooperating in the 


effort. Unlike the 1956 inventory 
which asked questions only as to the 
owner of the mortgage, this census 


will inquire as to the holder of the 
mortgage and will ask questions on 
rental and unmortgaged properties as 
well. MBA members can be prepared 
for visits from census enumerators, 
but their questions will involve only 
a sampling proportion of the loans 


they hold or service. 





IN DEMAND 


by Sub-dividers, Contractors, 


the recognized stability of 


Henry Trione, Pres. 








Individual Borrowers 
throughout Northern California. 
the exceptional facilities—the informed services 


SONOMA MORTGAGE CORPORATION 










CENTRALLY LOCATED IN 
SANTA ROSA, CALIFORNIA 
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4 Meeting ta 


MEMPHIS 


HE problems directly ahead for 
gb mortgage industry are going 
to challenge those in it to a greater 
extent than has ever been true before, 


MBA Walter C. Nelson, 


told the nearly 500 who attended the 


President 


Association’s Southern Mortgage Con- 
ference in Memphis and added that 





mortgage men must be alert to chang- 
ing thinking on the part of long-term = igs America in 
Memphis for MBA 


investors 


‘First of all, the country as a whole Meeting 
is embarking on two programs that 1950. 
have unusual significance—one, the What will their 
building of new roads and highways commodations be? 
around, and through, some of the “A companion 


During 
+.500.- 


move be- 


very heavily populated cities 


the next ten years more than 


000 families will have to 





PROGRAM PARTICIPANTS: (Seated above left) R. G. 
Holladay, Marx & Bensdorf, Inc., Memphis, who presided at a 
session; Samuel E. Neel, MBA general counsel, Washington, D.C. 
(Standing, from left) J. J. Braceland, The Philadelphia Saving 
Fund Society, Philadelphia; with Washingtonians J. Stanley 
Baughman, president of FNMA; Edwin G. Callahan, FHA; John 


Where are they going to live? 


choice of 


develop a full head of steam in the 
next year or two is the rapid change 
occurring in the central core of all of 





our major cities, particularly east of 
the Mississippi. Whole areas that for 
the past 25 years have represented 
the decaying, dying sections of our 
business and commercial sections are 
being torn down, replaced, rebuilt, 
with new, attractive areas of public 
buildings, private business houses, 
apartments, new concepts in both liv- 
ing and working,” he said. 

“This is a job,” Nelson continued, 
“in which mortgage bankers and 
large institutional investors can play 
a big part. This takes big money, 
good planning, imagination and facil- 


cause their pres- 


ent living accom- 
modations will be 
destroved to make 
room for new 
roads and express- 
Just im- 
that 


resents almost half 


ities for pooling of good ideas. This 
this is one that 
must 


ways. 
isn’t just a local job 
and 
help to bring it about. 

“As mortgage bankers we are the 
greatest users of government insured 
and guaranteed plans for housing. We 


agine rep- 


faces everyone, everyone 


as many families 
as have purchased 


new homes since 


new ac- must continue to develop our abili- 
ties and knowledge so as to use the 
project that will FHA Section 220 and 221 programs 


so vital to the redevelopment of our 


urban areas. It is a real challenge, 


but one I’m sure we are equal to.” 





M. Dervan, VA. Right, W. M. Jordan, Jr., Real Estate Financing, 
Inc., Montgomery Ala.; W. D. Galbreath, Percy Galbreath & 
Son, Inc., Memphis; Wm. M. Battle, Real Estate Financing, Inc., 
Mobile, Ala.; R. B. Buxbaum, Realty Investments, Inc., Memphis; 
W. C. Rainford, Mercantile Mortgage Company, Granite City, 
Illinois. Mr. Rainford, Clinic Chairman, presided at Conference. 





THEY CAME FROM AFAR: Attending the Conference were 
foreign visitors Jose C. Moran, Philippine Development Bank, 
Cebu (far left) and (far right) Pacifico P. Tinitigan, Central Bank 
of the Philippines, Manila; and four representatives of the Gov- 
ernment of Tunisia: Mohamed Bechir Ben Othman, Mohamed 
Ben El Mufti, Habib Khouadja, and Mohamed Rachid M’Sadek. 
As guests of the International Cooperation Administration of the 
State Department, they are in this country for a two-year period, 
as trainees in a special program designed to acquaint them with 
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U. S. banking operations. Right, YMAC BREAKFAST: (At 
left) George Long, Schumacher Mortgage Company, Inc., Mem- 
phis; and Dr. H. J. Markle, department of management and fi- 
nance, Memphis State University, who were speakers at the break- 
fast meeting; and (at right) John F. Stone, Boyle Investment 
Company, Memphis, who presided; and the national YMAC 
chairman, George C. Dickerson, Stockton, Whatley, Davin & 
Company, Jacksonville, Fla. 





THEY WERE THERE: R. Frank Jones, Joyner-Heard Com- 
pany, Memphis; MBA vice president, B. B. Bass, American 
Mortgage and Investment Company, Oklahoma City; H. Alpheus 
Drake, Jr., Liberty National Life Insurance Company, Birming- 
ham, Ala.; MBA second vice president, Robert Tharpe, Tharpe 
Right, MBA President Walter C. Nelson, 


& Brooks, Atlanta. 


Eberhardt 


Company, 
Ernest P. Schumacher, Schumacher Mortgage Company, Memphis, 
and chairman of the Conference; William F. Keesler, The First 
National Bank of Boston, Boston; and (at far right) Raymond 
Rodgers, New York University, New York. 





Minneapolis (second from right); with 





IN CONVERSATION: That’s MBA executive vice president, 
Frank J. McCabe, Jr., Chicago (left); with Memphians Max B. 
Ostner, James E. McGehee & Company; E. R. Richmond, E. R. 


Right, Elmore 


Richmond and Co.; Smith Schippers, Marx & Bensdorf, Inc. 


Raymond Rodgers, professor of 
banking at New York University, told 
the Conference that the general busi- 
ness outlook is generally good but 
spotty in places — but “anyway you 
look at it, the economy will be setting 
new records after another month or 


” 


so. 


Paul A. Nalen, vice president, The 
Mutual Benefit Life Insurance Com- 
pany, Newark, said that the corre- 
spondent is right on the firing line as 
far as representing the life company 
and “it is he who has the direct deal- 
ings with the public—the builder, the 
buyer, the mortgagor, the banks—in 
fact, almost everyone. The life com- 
pany in many cases is judged by the 
mortgage banker’s actions and _ be- 
havior. For this reason, he must be 
most careful to present the life com- 
pany truthfully in the best manner 
and to do this properly, of course, he 
must know his company and its ob- 
jectives. 

“In order to properly represent his 
principals, he must have an adequate 
organization working in a well 


planned and located office with 
proper tools,” he said. 


John M. Dervan, assistant director 
for loan policy and management of 
VA, declared that authorization of an 
increase in the GI interest rate, as 
proposed in pending housing legisla- 
tion, would provide the shot in the 
arm that’s needed for this program. 


J. Stanley Baughman, FNMA pres- 
ident, told the Conference that a high 
volume of housing this year, but not 
much likelihood of further expansion 
in the FNMA and moderate 
priced housing program, is in pros- 


low 


pect. 

“The FNMA financing picture to- 
day is exactly opposite that of a year 
ago when mortgage financing was 
readily available at reduced costs and 
private investors were purchasing 
home mortgages in volume to meet 
their investment needs. The housing 
economy then was about to receive a 
major stimulant in the form of 
FNMA’s $1 billion anti-recessionary 
special assistance program for low 
and: moderate priced housing. The 


Harmon, Jr., Schumacher Mortgage Company, 
Inc., Memphis; Grover Johnson, E. S. Watts & Co., Inc., Mobile, 
Ala.; Caroll C. Smith, E. S. Watts & Co., Inc., Montgomery, Ala. 


market tightened again in the sum- 
mer and fall with the result that 
investors became more selective in 
purchasing, and mortgage discounts 
increased. 

“Currently, funds appear to be 
generally adequate to meet the needs 
for FHA and conventional home fi- 
nancing but are scarce for veterans 
housing except at high discounts. 

“FNMA’s record of sales from its 
secondary market portfolio also re- 
flected changing market conditions 
and amounted to less than $8 million 
in the first three years of operation. 
However, with the sharp easing of 
the capital markets in the first half 
of 1958, the mortgage situation 
abruptly changed—during the period 
FNMA’s role as a mortgage purchaser 
steadily declined and, instead, its 
portfolio served as a source of mort- 
gages to meet the needs of institu- 
tional investors. Sales during the first 
half of 1958 totaled $393 million; in 
the second half they decreased to $72 
million, reflecting the tighter mort- 
gage conditions that prevailed during 
the latter period.” 
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MBA Committees at Work 


Reports of their activities 











Urban Renewal 








MBA’s Urban Renewal Committee 
represents another activity in the As- 
sociation which has been pursued 
with dogged persistence and mostly 
It is the 
kind of effort whose importance is 
appreciated by all but which, because 
of the magnatitude of problems in- 
volved, has not full atten- 
tion. Today urban renewal is a live, 
active and vibrant force in the Amer- 


ican economy. The hump has been 


working against great odds. 


received 


passed and now, with a greater and 
deeper appreciation on the part of 
the public, the progress in urban re- 
newal will be easier. 


During these 
MBA has had an urban renewal pro- 
gram (until 


redevelopment, 


development years 
this year referred to as 
rehabilitation, etc.). 
At the present time one of the Com- 
mittee’s objectives is to devise some 
kind of film presentation which would 
lend a hand in stimulating further 
interest in the need for urban renewal, 
how it can be done, the work that is 
needed and, significantly, its impor- 
bankers. The 
Committee is headed by Guy T. O. 
Hollyday of 


one ol 


tance tor mortgage 
Baltimore as Chairman, 
the 


country in appreciating the problems 
which result from the spread of blight 


the outstanding men in 





and the decay of our urban central 
areas. 
om 
Membership 
Some MBA members may wonder 


what it is that keeps the Association’s 
full strength, particularly 
in view of the many mergers and ac- 
quisitions in the field of mortgage 
lending. It isn’t by chance that this 
occurs, but is the result of an active 


roster at 


Membership Committee working each 
year to constantly seek qualified mem- 
bers. Membership at the present time 


stands at 1,978 with approximately 
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72 having been admitted so far this 
year. 

Committee Chairman is Lowell H. 
Duggan, president of the Duggan In- 
vestment Company, Alameda. Mem- 
bership committee work at the pres- 
ent time is something quite different 
than it was as late as a decade ago, 
when the emphasis was primarily on 
members — that is, on 
numbers. Today membership require- 
ments are far more rigid—for in- 
stance, a member firm to qualify must 
have been in business five years. The 
emphasis is on quality; and the Mem- 
bership Committee works in closest 
cooperation with the Membership 
Qualifications Committee to secure 
quality. In an organization such as 
MBA action should represent 
as closely as possible the majority 
thinking of the members and this is 
particularly true as far as membership 
goes. Members have indicated con- 
clusively that their wish is that the 
Association roster be maintained on a 
high quality basis. 


members as 


every 





| Minority Housing | 


For several years MBA has 
had a Committee on Financing Mi- 
nority Housing and to say that the 
group’s assignment has been a diffi- 
cult one is stating the proposition 
mildly indeed. Few social problems 
in the vast area of housing present 
more challenges and more obstacles 
than the necessity of providing more 
housing for minority groups. These 
represent areas of population which 
have not, all will agree, shared in 
the great upturn in new building dur- 
ing this generation. Yet, year after 
year this group within MBA has kept 
doggedly at its task, trying in every 
way possible to further more housing 
for minority groups—and particularly 
with emphasis on the financing as- 
pect. H. Duff Vilm of Indianapolis 
is Chairman of the group this year; 
and at the Committee’s most recent 
meeting took a new look at the prob- 


now 





lems and factors affecting this devel- 


opment. The difficulties are substan- 
tial. The road-blocks remain road- 
blocks; and one aspect on which all 
agree is that progress will be slow. 
But that progress is being made is also 
agreed. 





Clinic 


Meetings—-the opportunity for 
groups of people sharing the same 
mutual interests to get together—are 
about the most basic factor in the 
operation of a trade association. Con- 
sequently the planning, deliberation 
and work expended during any given 
year on MBA meetings add up to a 
considerable amount of effort and 
time and involve as many as 500 peo- 
ple during an Association year. 

This year MBA has sponsored its 
usual extensive and active meeting 
program with major Mortgage Con- 
ferences in Chicago, New York, Mem- 
phis and Portland, Servicing Clinics 
in Pittsburgh and Los Angeles, and 
the usual Senior Executives Confer- 
ences at New York University and 
Southern Methodist University. 

W. C. Rainford, president of the 
Mercantile Mortgage Company, 
Granite City, Illinois, has directed the 
program and attendance has been 
high. (Incidentally, the Clinic Com- 
mittee will now be known as the Con- 
ference Committee to more clearly 
reflect the expanded interest. ) 


While plans have not been final- 
ized, it is anticipated that the regional 
meetings in 1960 will include the 
usual Chicago and New York Con- 
ferences, as well as similar events in 
Phoenix and Jacksonville, Florida. 





Insurance 


One of the principal objectives of 
MBA’s Insurance Committee in re- 


cent years has been to watch and 


ypraise state legislation affecting the 
nsurance area of the industry. At the 
committee’s most recent meeting a 
rather favorable report was made as 
) the status of this activity. The con- 
sensus that there no par- 
ticularly important or pressing legisla- 
tion of this type at the moment. 


was was 


In a review of the Mortgage Bank- 
ers Blanket Bond, inaugurated and 
sponsored by MBA several years ago, 
the committee heard that Lloyds of 
London, the underwriters, are favor- 
able to a further broadening of the 
errors and omissions feature to in- 
clude the non-payment of real estate 
taxes. In order to make an appraisal 
of the risk involved, additional in- 
formation will be needed from the 
members as to the estimated dollar 
amount of penalties that might be 
involved for all states; and as to what 
defenses are available (in terms of 
time allowed) for the recovery of 
property erroneously lost. A 
tionnaire will be developed for solicit- 
ing this information. 


ques- 


Another development which has oc- 
cupied the attention of the Insurance 
Committee resulted from the proposal 
by the Insurance Committee of the 
National Association of Mutual Sav- 
ings Banks proposing a fidelity bond 
coverage formula for correspondents, 
based on the total dollar amount of 
servicing in the correspondent’s port- 
folio. The MBA Insurance Commit- 
tee approved the suggested formula 
and sent it to the executive commit- 
tee and board of governors, where it 
was likewise approved in principle, 
with the recommendation that it be 
followed as a guide. It was the rec- 
ommendation of these various MBA 
groups that the financial strength of 
the correspondent be taken into con- 
sideration to the extent of overdraw- 
ing the limit by half or a portion of 
the correspondent’s agreed upon or 
entrenched working capital or net 
worth. 


The suggested bond amounts for 
mortgage servicing contractors is 
based upon the following schedule: 
2 per cent of the first $2,000,000 of 
total principal serviced; | per cent of 
the next $8,000,000 of total principal 
serviced; 4/10 per cent of total prin- 
cipal serviced in excess of $10,000,000. 

Robert A. Taggart of Detroit is 
Chairman of MBA’s Insurance Com- 
mittee. 





| Public Relations 


The Association’s Public Relations 
Committee is about ready to an- 
nounce final plans for a project which 
has been several years in the making, 
but when completed is certain to per- 
form a service for the organization, as 
well as for the industry, which has 
long been needed. The project is the 
production of a motion picture to 
describe the functions, operations and 
position of the present-day mortgage 
banker in the nation’s economy. As 
such, it will be the first film ever 
made about mortgage banking. A 
contract has just been signed with the 
Jerry Fairbanks Productions of Holly- 
wood for the production of the pic- 
ture. This was done through Film 
Counsellors, Inc. of New York, the 
organization retained to advise and 
counsel with the Association in the 
project. Committee members saw at 
the Chicago Convention a picture 
plan produced by Film Counsellors 
which described the theme and the 
story line for the film. Now that the 
producing company has been selected, 
the actual scenario is underway. Com- 
pletion of the film was originally 
scheduled for the 1959 Convention, 
but because of understandable delays 
this may not be possible and it may 
be finished later in the year or in 
early 1960. 


The Public Relations Committee is 





headed by James W. Rouse of Balti- 
more, and the subcommittee named 
by him to supervise the motion pic- 
ture is headed by Brown L. Whatley 
of Jacksonville, Florida. 

Since the mortgage industry has 
grown so rapidly during the past 
quarter century, many angles of pub- 
lic relations have been understand- 
ably overlooked. Prior to two dec- 
ades mortgage banking 
industry was notoriously laggard in 
utilizing the accepted avenues of pub- 
lic relations and which 
have been so widely adopted by other 
segments of the credit economy. This 
still exists to some extent— but 
through no fault of the Public Rela- 
tions Committee during the past five 
years. One of its efforts in this re- 
spect was the preparation of an ad- 


ago, as an 


advertising 


vertising campaign which met with 
The 


active in all 


a limited degree of success. 


Committee has been 
media. One of its successful efforts 
has been the inauguration of joint 
cooperative advertising in the classi- 
fied telephone books over the coun- 
try, and which provided a medium 
whereby mortgage lenders in indi- 
vidual communities could be grouped 
together under a mortgage banking 
heading. A more recent innovation 
has been the production of site con- 
struction signs which a large number 
(Continued on page 52) 
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Enterprising 
and Energetic 
Mortgage Service 


for investors who desire representation 
in the important areas that we serve 


ADVANGE 
Mortgage Corporation 


Servicing Residential, Industrial and Commercial 
Loans from 6 Complete Offices 


DETROIT 26, MICH. 
1006 McKay Tower 
GRAND RAPIDS 2, MICH. 
1449 Third National Bidg 
DAYTON 2, OHIO 


105 W. Adoms St. 
CHICAGO 3, ILL. 

414 Walnut St. 
CINCINNATI 2. OHIO 
Brumder Bidg., 135 W. Wells 
MILWAUKEE 3, WIS. 
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MBA Has an Extensive 
Library for Your Use 


the Association 
members who has never the 
MBA library, you’re decidedly in the 
Not too many have and it’s 


If you are one of 


used 


majority 
partially the result of comparatively 
little having been said about it when 
it was being built up into a represen- 
tative collection It now contains 
more than 800 books, pamphlets, 
monologues, periodicals, 
booklets, articles and other published 
have relation to 
mortgage lending and investing and 
other which in- 
dustry is such, it is 
certainly the only library ever created 


brochures, 


works whi h some 


activities with our 


concerned. As 


with the mortgage man’s exclusive in- 
terests in mind. 
information 


There is a wealth of 


here for you to use. The library con- 
tains works on agriculture and agri- 
banks banking 


commercial 


culture credit: and 


Kgeneral and real es- 


tate law; economy and government; 


securities, and busi- 
building; 
mortgage 


estate ; 


finance, credit. 


and insur- 


and 


ness: housing 


ance; money interest ; 


banking and mortgages: real 


valuation; shopping 
other 


real property 


centers; urban renewal; and 
areas pertinent to our industry. 
In addition, article reprints, cop- 


MBA Certificate of Merit 
writings on pertinent 


es of 
theses 
mortgage banking 
earlier by Mortgage Banking Seminar 
research reports, and mem- 


Award 
topics prepared 
students) , 
ber company reports supplement still 
further the actual Library listings. 
The Department of Education and 
Research has also solicited the coop- 
eration of both New York University 
and Northwestern University in com- 
piling a comprehensive source listing, 
many which will be 
found in the leading business libraries 
This compilation 
has been in preparation for more than 
three years. It has been kept as cur- 
rent and comprehensive as possible. 
Ihe combination of university, pub- 
lic. and Headquarters library refer- 


references of 


across the country 


ences number more than 1,700 items. 
Whatever would like the 
library direct your requests to Lewis 
QO. Kerwood, Director of Education 
and Research, Mortgage Bankers As- 
sociation of America, 111 West Wash- 
Street, Chicago 2, Illinois. 


from 


you 


ington 
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When You Think of MBA’s School Also Think 
of Excellent Courses Offered in Appraising 


Over the the School of 
Mortgage Banking and its predeces- 
sors have developed, the MBA Edu- 
cational Committee has aimed at pro- 
viding a complete and well-rounded 
curriculum to include just about every 
subject and activity which into 
making a successful career in mort- 
gage banking. One area, however, has 
not appraising — not 
because its importance was not fully 
rather because there 
many excellent courses al- 
ready available through the American 
Institute of Real Estate Appraisers. 
A knowledge of appraising has al- 
ways been a prime requisite for suc- 


years, as 


go 


been stressed 


recognized but 


were so 


more complete the knowledge, the 
better. Thus, in thinking about the 
educational opportunities which the 
MBA facilities afford, do not over- 
look the additional advantages which 
can be secured in these appraisal 
courses. For detailed information re- 
garding iheir content, eligibility for 
admission, performance requirements, 
costs, facilities, etc., write the Amer- 
ican Institute of Real Estate Ap- 
praisers, 36 South Wabash Avenue, 
Chicago 3, Illinois. Telephone 

RAndolph 6-1351. Listed below are 
those Courses to be presented at vari- 
ous universities by the Institute dur- 
ing the balance of the calendar year 


cess in mortgage lending, and the 1959: 

I. Schedule of Regular 1959 Case-Study Courses 
DATES COURSE UNIVERSITY 
June 15-27 Course I Wisconsin 
June 29-July 11 Course II Wisconsin 
June 22-July 4 Course II Southern Methodist 
July 13-25 Course I Syracuse 
July 27-August 8 Course II Syracuse 
August 3-15 Course I Connecticut 
August 17-29 Course II Connecticut 
August 3-15 Course I Southern California 
August 17-29 Course II Southern California 


II. Schedule 


DATES 


COURSE 


oj 1959 Extension Courses 


UNIVERSITY 


June 8-20 Course I Kentucky 
June 15-27 Course I Florida 
July 6-18 Course I College of Pacific 


July 20-31 


Such publications as are available 
will be checked out to any member 
on a regular library loan basis. In 
addition, we'll be glad to send you a 
copy, on a regular library check-out 
basis, of the complete bibliography 
in order that you might select your 


own references. 


PUBLIC RELATIONS 
Continued from page 51) 
of members who do tract development 
have utilized. 
But production of the film has re- 
mained the committee’s principal ef- 


Course II 


College of Pacific 


fort for the past two years. Since it 
was a new effort in an entirely new 
and untried field, there have been 
delays—and one of them, understand- 
ably, has been the difficulty in settling 
on the proper theme for and method 
of depicting just who the mortgage 
banker is, what he does, his impor- 
tance and his role in the economy. All 
that is now past and before not too 
long the industry is going to see itself 
pictured in an interesting color film 
for use before all sorts of clubs and 
organizations and on television. It is 
certain to be something of which all 
members can be proud. 


Character of People 


An interesting insight into the 
human side of America’s economic 
progress and some of the widespread 
benefits it has brought are provided 
by bureau of census data on the 
rrowth in the number of U.S. house- 
holds and their changing composition 
over the years. 

Two developments stand out par- 
ticularly from the figures concerning 
household formation over the last two 
decades. 
>> The first is the extent of the in- 
crease in the number of people living 
alone. The rate of growth here has 
run far ahead of that of the total 
number of households, and provides 
evidence of financial independence of 
an increasing part of the population, 
many in their later years, thanks to 
the growth of savings and widening 
economic opportunity. 
>> The second is the rapid shrinkage 
in the number of farm households by 
contrast with the overall household 
growth trend. This is in keeping with 
the country’s urbanization and indus- 
trialization, and reflects changing 
technology in agricultural production 
combined with the growth of off-the- 
farm jobs in business, industry and 
service occupations. 

Bureau figures show that there were 
6.1 million one-person households in 
the Spring of last year, approximately 
one out of every eight of the 50.4 
million households in the United 
States at that time. Single-person 
households have increased by over 50 
per cent since 1950, and have more 
than doubled in the 1940-58 period. 
No other household classification 
comes close to this in rate of gain in 
the period, though some of the larger 
family groupings have been showing 
greater-than-average increases in re- 
cent years. The total number of 
households increased by 16 per cent 
between 1950 and 1958, and the rise 
in the 1940-58 period was 45 per 
cent. 

Single-person households, of course, 
are of varying ages; but the big rise 
in the ownership of life insurance and 
other savings over the last two dec- 
ades combined with the spectacular 
growth in pension and retirement pro- 
grams has been enabling more and 
more older persons to maintain a 
home of their own, either alone or 


and Lives They Lead 


with others not related to them. At 
lease three out of every five persons 
65 years old and over are now draw- 
ing some kind of a retirement bene- 
fit under a public or a private plan. 

On the agricultural front, the 
number of farm households in the 
Spring of last year was down to 5.2 
million, representing only a tenth of 
all American households, the lowest 
such proportion on record. The de- 
cline in number has been a million in 
each of the last two decades. 

In reality, the Census Bureau’s fi- 
gures greatly overstate the number of 
households dependent on farming for 
a livelihood in view of the steadily in- 
creasing importance of nonagricul- 
tural income and employment to the 
farm population. 


Savings of the People 


The American people added $1.33 
to their “nest ege”’ in life insurance 
and other accumulated long-term sav- 
ings in 1958 for every dollar of their 
net in debt 
cars and other goods and services dur- 
ing the year. 


increase to buy homes, 


This was the best such showing in 
the post-World War II period ex- 
cluding the reconversion year of 1946 
as still under wartime influences. And 
the 1958 increase of nearly $18 billion 
in accumulated long-term savings of 
individuals was exceeded in the past 
in only three years during World War 
II, when savings reached abnormally 
high levels under the combined stimu- 
lus of patriotism and consumer goods 
shortages. 

Funds flowing into the capital mar- 
ket from the people’s thrift institu- 
tions and corporate pension funds 
have more than tripled in the last 
decade, increasing from an aggregate 
of $7.2 billion in 1948 to an estimated 
$24.4 billion last year. As a result, 
these savings sources met almost 60 
per cent of the 1958 demand for 
funds to meet public and private 
credit and investment needs as against 
only 40 per cent or less in the late 
Forties and early Fifties. 

The figures show that accumulated 
long-term savings of individuals in 
life insurance, savings accounts, sav- 
ings and loan associations, and current 
redemption value of U. S. Savings 
Bonds owned by individuals, increased 


by an estimated $17.8 billion during 
1958 to reach a total of just under 
$277 billion at the year-end. 

At the same tiine, combined per- 
sonal debt in mortgages on one-to- 
four family nonfarm homes, install- 
ment and other consumer credit, 
agricultural mortgage and non-real 
estate debt, and life insurance policy 
loans, showed a net increase of $13.4 
billion last year to bring the year-end 
total to an estimated $189.9 billion. 

Thus the growth in accumulated 
long-term savings in 1958 exceeded 
the year’s rise in personal debt by ap- 
proximately $41 billion, or exactly 
one-third. This pattern prevailed in 
only two other years since 1947, in 
1954 and in 1957, though the savings 
margins were smaller. 

The biggest single component of 
accumulated long-term savings of in- 
dividuals is combined time deposits in 
mutual savings and commercial banks 
and in Postal Savings. These added 
up to just under $95 billion at the end 
of 1958, or more than a third of the 
total. Savings in life insurance, as dis- 
tinct from the face amount of protec- 
tion in force, came second with an 
estimated $86.4 billion at the 1958 
year-end, or approximately 31 per 
cent of the total. 

In all, accumulated long-term sav- 
ings averaged out to around $5,500 
per household at the end of last year 
as against $4,000 in 1950. 


THE VHMCP 
(Continued from page 33) 

Region III: Gordon Seibert, Nick- 
els & Smith Co., Minneapolis; W. W. 
Wheaton, The Galbreath Mortgage 
Company, Columbus, Ohio and How- 
ard E. Green, Great Lakes Mortgage 
Corporation, Chicago. 

Region IV: L. W. Sutton, Gulf 

Coast Investment Corporation, Albu- 
querque, New Mexico, and Donald S. 
McGregor, T. J. Bettes Company, 
Houston. 
Region V: Newell B. Dayton, Tracy- 
Collins Trust Company, Salt Lake 
City; George H. Champ, Utah Mort- 
gage Loan Corporation, Logan, Utah; 
Carl A. Sandquist, Coast Mortgage & 
Investment Company, Seattle, Wash- 
ington; S. P. Applewhite, Jr., Ap- 
plewhite Mortgage and Investment 
Company, Phoenix and J. L. Lee, 
T. J. Bettes Company of California, 
Los Angeles. 
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William T. Mole has been elected 
vice president of Goodyear Mortgage 
Corporation, Charlotte, North Caro- 
lina. He has a background of eleven 
years experience in mortgage banking 
and was most recently associated with 
the W. A. Clarke Mortgage Company 
of Philadelphia 


Thomas H. 
sales manager—special 
the B. C. Ziegler 

Company of West 


Appointment of 
Twitchell as 
accounts for and 
Bend, Wisconsin is 
announced by D. 
J. Kenny, 
dent 

Mr. Twitchell, a 
Boston 


graduate of 


presi- 


native ol 
and 
the 
Illinois, 


University of 





will 


handle sales of the 


Thomas Twitchell 


firm’s church, 
school and hospital issues to insurance 
funds, and othe 


companies, pension 


institutional accounts. He has been 
resident manager of the Ziegler Com- 
Milwaukee since 1952 


headquarter at 


pany office in 


and will the 


home office in West Bend 


now 


Matthew Hunt and Norman Armi- 


tage of the George Elkins Co., Bev- 
erly Hills, have just received promo- 
tions to executive positions. The 


former has been made vice president 
in charge of the company’s Santa 
Anite office, while the latter has been 
made assistant vice president of the 
mortgage loan division 

Hunt 
capacity with the Elkins Co. for sev- 
to that he was vice 


has served in a managerial 


eral years. Prior 
president of Syndicate Mortgage Co. 
of Los Angeles. 

Armitage has had extensive ex- 
perience in the field of banking be- 
the Elkins Co. He 


manager of one of the local branches 
of the Bank of America 


fore joining was 
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Sheldon M. Kingsted, manager of 
the investment department of The 
Capitol Life Company, 
Denver, was appointed assistant treas- 
urer, Thomas F. Jones, executive vice 
president, announced. 

Kingsted will also retain his posi- 
manager of the Investment 
Prior to joining Capitol 
Life last summer, Kingsted was with 


Insurance 


tion as 
Department 


Lutheran Brotherhood, Minneapolis. 


Aubrey M. Costa, president, South- 


ern Trust & Mortgage Company, 


Dallas, announces the promotion of 


Frank R. Garrott and Roger W. Har- 
Mr. Garrott 
attended Dallas schools and Southern 
Methodist University. He served in 
the Navy during World War II after 


which he was in business for himself 


ris to mortgage officers. 


for ten years as an independent real 


estate appraise! 





Frank R. Garrott 


Roger W. Harris 


Mr. Harris is a native of New York 
where he attended school. He served 
in the Army Air Force during World 
War II after which he spent seven 
years with The Dollar Savings Bank 
of the City of New York in their real 
estate and mortgage department. 

M. McConnell, president, Mort- 
gage and Trust, Inc., Houston, an- 
nounced the election of Perry Russell 
as vice president. Mr. Russell will be 
located in the Houston Office where 
he will be concerned with the Com- 
pany’s conventional lending program. 
Mr. Russell is a graduate of the Uni- 
versity of Texas and the School of 
Mortgage Banking at Northwestern. 
He was awarded the Mortgage Bank- 


ers Association’s first completion cer- 
tificate in Chicago in 1953. Other 
industry education included the com- 
pletion of appraisal schools at North- 
western and Harvard. 


John D. Binkley, vice president, 
Chicago Title and Trust Company, 
was elected to the board of directors. 


New Members in MBA 


ARIZONA, Phoenix: T. J. Bettes Com- 
pany of California, Walter C. Aberg, Jr., 
vice president. 

COLORADO, Denver: 
ational Bank of Denver, Pete DeLong- 
champs, vice president; First National 
Bank of Denver, C. Liller, Jr., assistant 
vice president. 

FLORIDA, Jacksonville: Southeastern 
Mortgage Company, B. John Gross, as- 
sistant vice president; Miami: Home 
Mortgage Company of Florida, James E. 
Moore, president; J. I. Kislak Mortgage 
Corporation of Florida, Jay I. Kislak, 
president. 

GEORGIA, Atlanta: American Security 
Insurance Company, R. M. Sims, Jr. 

INDIANA, Frankfort: Peoples-Home 
Life Insurance Company of Indiana, H. 
W. Smith, executive vice president; Jn- 
dianapolis: Hugh A. Thornburg. 

KANSAS, Prairie Village: The Johnson 
County National Bank and Trust Com- 
pany, James Hotchkiss, assistant vice presi- 
dent. 

MASSACHUSETTS, Dorchester: Dor- 
chester Savings Bank, Frederick C. Hol- 
land, vice president. 

NEW YORK, New York: The Bank of 
New York, James J. Clinch, assistant 
treasurer. 

NORTH CAROLINA, Charlotte: Home 
Realty & Management Co., Willis I. Hen- 
derson, president-treasurer; Graham: For- 
rest Chalmer Hall. 

OHIO, Cincinnati: The Kissell Com- 
pany, Jess G. Oakley, vice president; 
Painesville: The Lake County National 
Bank of Painesville, Robert T. Clark, as- 
sistant cashier. 

PENNSYLVANIA, Allentown: Stuyves- 
ant Life Insurance Company, M. G. Ol- 
son, executive vice president; Philadelphia: 
Breen Mortgage Service Company, John 
M. Breen. 

SOUTH CAROLINA, Charleston: 
Aiken Loan & Security Company, Marvin 
J. Santos, manager; Columbia: The South 
Carolina National Bank, Lawrence W. 
Johnson, assistant vice president. 

TENNESSEE, Johnson City: First 
Trust Company, Thomas P. Sims, vice 
president. 

TEXAS, Houston: Lincoln Liberty Life 
Insurance Company, Robert L. Hill, vice 
president. 

VIRGINIA, Roanoke: Investment Serv- 
ices of Roanoke, Inc., W. C. Garvey, Jr., 
president. 


American Na- 


Binkley joined the staff of Chicago 
ritle in 1925. In 1951 he was made 
esponsible for the company’s title 
jperations outside of Cook County. 
Since 1953 he has held the position 
of vice president and head of the 
litle Division. President of the Amer- 
ican Title Association in 1956-57, he 
has served on the governing boards of 
both the national association and the 
Illinois Title Association. 

Guy T. O. Hollyday, Baltimore, 
past president of MBA and Chairman 
of the Urban Renewal Committee, 
won recognition for his long service 
in behalf of adequate housing for 
lower income families when a neigh- 
borhood center in Washington, D. C.., 
Hollyday 
formerly a run-down dwell- 
renovated with donations 
It will be used as 
rehabilitate 


was named in his honor. 
House, 
ing, was 
from 700 people. 
an example of how to 
other homes. 

J. M. Gilpin, formerly assistant vice 
president, T. J. Bettes Company, in 
charge of commercial loans for Okla- 

homa and Arkan- 
become 


sas, has 


assistant vice 
president of Kass- 
ler & Co., Den- 
ver. He will assist 
in expanding the 
Company’s opera- 
tions in the com- 
mercial and in- 
dustrial loan field. 
He was formerly 
a loan supervisor for a West Coast 
company, later joining 
Bettes in California and in 1956 
moved to Oklahoma. He is a member 
of MBA’s YMCA committee. 





J. M. Gilpin 


insurance 





A growing Louisiana FHA/VA 
mortgage company is seeking 
a replacement for its manager. 
An experienced high type per- 
son capable of assuming com- 
plete responsibility is desired. 
Salary of five figures plus in- 
vestment opportunity or stock 
option is offered. 

Please furnish brief résumé of 
your personal qualifications, 
experience and reasons for 
desiring change from your 
present position. All replies 
will be held in strictest confi- 
dence. Please address replies 
to Box 564, The Mortgage 
Banker. 








Dr. G. Rowland Collins, director 
of MBA’s Senior Executives Confer- 
ence was guest speaker at the fifth 
anniversary luncheon of J. I. Kislak 
Mortgage Corporation of Florida in 
Miami. Dean of the graduate school 
of business administration at New 
York University, Dr. Collins discussed 
the future of the Florida money and 
mortgage markets before a group of 
some 200 Metropolitan Miami civic, 
business and financial leaders. 
Calvin Ridgeway Is 

geway | 
New Carolina Head 

Calvin G. Ridgeway, vice president 
of C. Douglas Wilson & Co., Green- 
ville, was elected president of the 
Mortgage Bankers Association of the 
Carolinas at the association’s annual 
convention in Columbia. 

Formerly vice president, Mr. Ridge- 
way instrumental in 
membership to South Carolina firms 
after its origin in North Carolina. 
The association consists of mortgage 
bankers in the two Carolinas. 

Other new officers Harold F. 
Gallivan of Greenville, General Mort- 
gage Co., secretary treasurer, and vice 
presidents J. Alton Stanford of High 
Point, N. C., and Walter H. Andrews 
of Charleston. New directors are Ray 
J. Tysor of Greensboro, N. C. and 
J. B. Aiken Jr. of Florence. 


was extending 


are 








WANTED 


To purchase small or 
medium-size mortgage 
company in Florida. De- 
tails can be worked out 
to your satisfaction—all 
cash, or payment over a 
period of time; retention 
of key personnel, if de- 
sired. Write Box 563, 
The Mortgage Banker. 


























PERSONNEL 


AND BUSINESS NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











South Florida mortgage company of ex- 
cellent reputation offers exceptional op- 
portunity for mature lady to take full 
charge of shipping FHA and VA loans to 
investors and FNMA. Also male or female 
to prepare closing papers for FHA and VA 
loans. Must be completely experienced. 
Excellent salary and working conditions. 
All replies confidential. Write Box 548. 
MORTGAGE MAN 
Leading Southern California lending insti- 
tution seeks thoroughly experienced Con- 
ventional Mortgage Man. Appraisal ex- 
perience required. Prefer M. A. I. Excellent 
opportunity for right man. Must be 
capable of carrying major responsibility at 
outset and possess qualifications for future 
growth. Salary open. Prefer man in 40-50 
age bracket. Applicants should submit 
complete résumé covering business experi- 
ence, education, family. Enclose recent 
photograph. Write to Box 543. 
MORTGAGE EXECUTIVE 
We want the best man obtainable to han- 
dle our Conventional and Commercial 
Mortgage Loan Department. Must be able 
to handle matters from their inception to 
their placement with permanent investors. 
Insurance company experience highly de- 
sirable. Liberal compensation to the right 
man. Joseph N. Gorson, President, Fidelity 
Bond & Mortgage Company, S. E. Cor 
16th & Walnut Streets, Philadelphia 2, 
Pennsylvania. 


FLORIDA—FHA MORTGAGE 
SOLICITORS 
Men with FHA-VA mortgage experience, 
to 35 years of age, who want to locate in 
Florida with a good position in a good 
company, please send picture and ex- 
perience summary to Box 553. 


SERVICING MANAGER AVAILABLE 
Ten years experience accounting and serv- 
icing with progressive mortgagee. Ex- 
perienced in IBM procedure, all phases of 
loan servicing. Presently officer in charge 
of servicing, accounting, and personnel. 
Married, age thirty-nine, college. Desire 
responsible position Southwest, West. For 
details write Box 560. 


COMPTROLLER 

Large Florida mortgage banking firm has 
excellent opportunity for experienced 
comptroller. This man must be capable of 
analytical assignments and sound recom- 
mendations to management. He should be 
especially competent in dealing with bank- 
ing connections. Salary and benefits are 
commensurate with this responsible posi- 
tion. Furnish resume of experience for con- 
fidential consideration. Write Box 561. 


REAL ESTATE AND MORTGAGE 
LOAN EXECUTIVE in major Eastern 
city interested in buying or becoming ac- 
tively affiliated with an aggressive grow- 
ing Florida organization. President of real 
estate and mortgage loan corporation since 
1945, over twenty years experience in 
originating and appraising conventional 
industrial and income property mortgage 
loans and complete supervision of all 
phases of servicing. M.A.I. and S.LR. All 
replies confidential. Write Box 562. 


THE MORTGAGE BANKER * May 1959 55 











Stop Me If 








You've Heard— 








A hard-looking babe was approach- 
ing a street crossing. As she reached 
light turned 


the curb the green. 


Simultaneously a flashy car driven 
by a young fellow reached the inter- 
light 


came to a 


section and, the being against 


it, the car stop with a 


screeching of brakes within a couple 
of inches of the babe’s figure. Dan- 


gling. from the rear-vision mirror of 


the car she saw a pair of baby’s 
booties 

“Wassa matter wit’ ya?” roared 
the driver of the car. “Don’cha evet 


look where ya goin’ ?” 


Che babe looked him up and down, 
then thumb 
beoties hanging from the mirror 


jerked a toward the 


“Listen, Kid,” she said. “You could 
drive a lot better, if you’d put those 
shoes of yours back on.” 

Dealers Digest 
Ce 

“It’s not just the work I enjoy,” 

confided the cab driver, “it’s the peo- 


& 


“For a man with no experience, 


ple I run into.” 


you're asking a real high wage,” said 
the prospective employer. 

“Well,” mused the applicant, “the 
work’s much harder when you don’t 


know what you're doing.” 


& 


Hubby: Guess I had one too many 


last night. Sorry I came home with 
a black eye 


Wife: You didn’t have it when you 


eS 


came home, dear 


She: Why did Solomon have a 
thousand wives? 
He: I guess he figured that when 


he came home at night, one of them 


wouldn’t have a headache 
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A lawyer sent an overdue bill to his 
client with the notation, “This bill is 
one year old today.” 

The client returned it with 
other note: “Happy birthday.” 


an- 


Moe: The dollar 
very far today. 

Joe: No, but what it lacks in dis- 
tance, it makes up for in speed. 


<7 


“Pop, what’s an egotist?” 
“He’s a guy who thinks if he hadn’t 
been born, people would want to 


ee 


The bum was forcibly ejected from 
the saloon and landed bodily in the 
gutter. As he sailed through the air 
he went by two bystanders engaged 
in sidewalk conversation. The men, 
being roofers, were talking shop. 


sure doesn’t go 


know why.” 


“Is he a first-class man?” 


asked one of the men. 


gutter 


The bum, overhearing the conver- 
sation and thinking they were refer- 
ring to him, struggling to his feet, 
parked himself in front of the two 
men and proudly rising to his full 


height, remarked: “I’m not only first- 
class, but I’m one of the best gutter 
men in the business.” 

—Wall Street Journal 


A man wandering aimlessly along 
the avenue late one night was picked 
up by the police and asked for an 
explanation. 

“If I had an explanation,” replied 
the man gloomily, “I'd have gone 
home to my wife hours ago.” 


ee 


The medical officer, young 
and very green, was doing his best 
to ignore the baby-blue eye of his 
patient, the prettiest civil service em- 
ploye in headquarters. With great 
dignity he prepared to give her a 
routine check-up and in the process 
dropped his stethoscope. 

“Is anything the matter, sir?” she 
asked sweetly, enjoying his discom- 
fort. 

“Of course not,” he replied, collect- 
ing himself and his equipment. “Now 
then,” he ordered in his most profes- 
sional tone, “deep breathely.” 

—Capper’s Weekly 


& 


After dinner, Dad decided on a 
man-to-man talk with his young son. 

“How did things go at school today, 
Tommy?” he began. “Were you a 
good boy?” 


, 


new 


“Sure,” replied the youngster. 
“How much trouble can I get into 


standing in the corner all day?” 





“Relax! You can run and tell 
the boys I'm going to 
hire her!” 




















+ 
A MAJOR requisite for a sound title com- 
pany is a strong financial standing. Here at 
Minnesota Title we set high standards of 
fiscal responsibility. Experienced officers 
guide the investment of corporate assets 
faithfully and competently. 

The investments making up our portfolio 
are itemized in our Annual Statement of Con- 
dition. We will be pleased to send you a copy 
upon request. It is also our policy to set up 
voluntary reserves on every premium dollar, 
reserves beyond those required by law. 

A financially able company, with surplus, 
capital and reserves in excess of $5,000,000, 
stands behind policies issued by Minnesota 
Title.. Policies you can rely upon with con- 
fidence. 


Time psinienne ee! 


400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capito/, Surplus and Reserves in Excess of $4,000,000 
ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 


MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 

NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 

SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 








In 1861 this type ship played an important part in 
the early day commerce of our country. It was in 1861, 
too, that Kansas City Title Insurance Company had its 
beginning. Today, with the facilities, financial strength 
and experience of nearly 100 years it plays an important 
part in mortgage transactions all over the country. 





Title Insurance... 


For smooth sailing in mortgage 


A Kansas City Title Insurance Company policy helps you 
sail smoothly around the delays and inconvenience of title 
tie-ups. It gives you speedier and more profitable mortgage 
transfers. It gives your customers the pre-determined title 
security they demand. 


Embark now on a more attractive mortgage transfer pro- 
gram for your investors and yourself. Call in a Kansas City 
Title agent today. 


af 
Kansas (ity fitle 
urance Company 
‘hour “oS. 





transactions 


Branch Offices: 

Baltimore, Maryland, 210 North 
Calvert St; Little Rock, Arkansas, 
214 Louisiana St; Nashville, Tenn., 
S.W. Cor. 3rd & Union St.. 


Licensed in the following states: 
Alabama, Alaska, Arkansas, Colo- 
rado, Delaware, Florida, Georgia, 
Indiana, Kansas, Lovisiana, Mary- 
land, Mississippi, Missouri, Mon- 
tana, Nebraska, Nevada, No. Caro- 
lina, Ohio, S. Carolina, Tennessee, 
Texas, Utah, Virginia, Wisconsin, 
Wyoming, and the District of 
Columbia. 


Directory of Agencies furnished 
on request. 








